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Brought from the Loids, 6 * April 1827 . 



BY THE LORDS COMMITTEES appointed a Select Coramittee- 
to inquire into the State of Circulation of Promissoey Notes 
under the Value of £.5. in Scotland and Ireland, and to 
report to the House; and to whom were referred the several 
Petitions and the several Papers and Accounts relating to the 
Banking System, and the Circulation of Promissory Notes in 
Ireland and Scotland, which have been presented to the House 
this Session. 



ORDERED TO REPORT, 

T hat the Committee have proceeded to the consideration of the subject 
referred to them by the House, and have collected from the examination of 
"W itnesses, and of the Accounts laid before them, the information which will be 
found in the Minutes of Evidence, and in the Appendix. 

They do not think it necessary to enter into a detailed analysis of this mass of 
information, because the result of it would not lead, in their opinion, to the pro- 
posal to Parliament, during the present Session, of any measure aifecting the 
Circulating Medium either of Scotland or of Ireland. 

They entertain no doubt that, upon general principles, it w'ould be desirable 
that the same system of Currency should prevail throughout Great Britain and 
Ireland. At the same time, they are fully sensible'that to such an uniformity of 
system there may be obstacles which may render the attempt to establish it at 
any particular period, if not impracticable, yet liable to inconveniences which 
might more than counterbalance the ultimate advantage to be derived from it. 

WITH respect to Scotland, (to which the Committee wish, in the first place, 
to call the attention of the House,) it is to be remarked, that during the period 
from 1766 to 1797, when no small Notes were by law issuable in England, the 
portion of the Currency of Scotland in which payments under 5 /. were made 
continued to consist almost entirely of Notes of 1/. and 1/. li., and that no 
inconvenience is known to have resulted from this difference in the Currency of 
tlie two Countries. This circumstance, amongst others, tends to prove that uni- 
formity, however desirable, is not indispensably necessary. It is also proved by 
the Evidence, and by the Documents, that the Banks of Scotland, whether 
Chartered or Joint Stock Companies, or private Establishments, have, for more 
than a century, exhibited a stability, which the Committee believe to be 
unexampled in the history of Banking ; that they supported themselves, from 
1797 to 1812, without any protection from the restriction by which the Bank of 
England and that of Ireland were relieved from Cash Payments; that there was 
little demand for Gold during the late embarrassments in the circulation ; and 
A 2 that, 
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that, in the whole period of tlieir establishment, there are not more than two or 
three instances of Bankruptcy. As, during the whole of this period, a large 
portion of their issues consisted, almost entirely, of Notes not exceeding 1 L or 
1 1 s., there is the strongest reason for concluding that, as far as respects the 

Banks of Scotland, the issue of paper of that description has been found com- 
patible with the highest degree of solidity ; and that there is not, therefore, while 
they are conducted upon their present system, sufficient ground for proposing any 
alteration, with the view of adding to a solidity which has so long been 
sufficiently established. 

This solidity appears to derive a great support from the constant exchange of. 
Notes between the different Banks, by which they become checks upon each 
other, and by which any over-issue is subject to immediate observation and 
correction. 

There is also one part of their system, which is stated by all the Witnesses (and 
in the opinion of the Committee very justly stated) to have had the best effects 
upon the people of Scotland, and particularly upon the middling and poorer classes 
of society, in producing and encouraging habits of frugality and industry. 
The practice referred to is that of Cash Credits. Any person who applies to a 
Bank for a Cash Credit is called upon to produce two or more competent securi- 
ties, who are jointly bound, and after a full inquiry into the character of the 
applicant, the nature of his business, and the sufficiency of his securities, he is 
allowed to open a Credit, and to draw upon the Bank for the whole of its amount, 
or for such part as his daily transactions may require. To the credit of this 
account he pays in such sums as he may not have occasion to use ; and 
interest is charged or credited upon the daily balance, as the case may be. From 
the facility which these Cash Credits give to all the small transactions of the 
country, and from the opportunities which they afford to persons, who begin 
business with little or no capital but their character, to employ profitably the 
minutest products of their industry, it cannot be doubted that the most important 
advantages are derived to the whole community. The advantage to the Banks 
who give these Cash Credits arises from the call which they continually produce 
for the issue of their paper, and from the opportunity which they afford for the 
profitable employment of part of their deposits. The Banks are indeed so sen- 
sible that, in order to make this part of their business advantageous and secure, 
it is necessary that their Cash Credits should (as they express it) be frequently 
operated upon, that they refuse to continue them unless this implied condition be 
fulfilled. The total amount of their Cash Credits is stated by one witness to be 
five millions, of which the average amount advanced by the Banks may be One 
Third. 

The manner in which the practice of deposits on receipt is conducted tends to 
produce the same desirable results. Sums to as low an amount as 10/. (and, in 
some instances, lower) are taken by the Banks from the depositor, who may 
claim them on demand. He receives an interest, usually about one per cent 
below the market rate. It is stated that these deposits are to a great extent left 
uncalled for from year to year, and that the depositors are in the habit of adding, 
at the end of each year, to the interest then accrued, the amount of their yearly 
savings ; that the sums thus gradually accumulated belong chiefly to the labouring 
and industrious classes of the community ; and that when such accounts are 
closed, it is generally for the purpose of enabling the depositors either to purchase 
a house or to engage in business. 

It is contended by all the persons engaged in Banking in Scotland, that the 
issue of One Pound Notes is essential to the continuance both of their Cash 

S Credits, 
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Credits and of the Branch Banks established in the poorest and most remote 
districts. Whether the discontinuance of One Pound Notes would necessarily 
operate to the full extent which they apprehend, in either of these respects, may 
perhaps admit of doubt; but the apprehensions entertained on this head, by the 
persons most immediately concerned, might, for a time at least, have nearly the 
same effect as the actual necessity, and there is strong reason to believe that, if 
the prohibition of One Pound Notes should not ultimately overturn the whole 
system, it must for a considerable time materially affect it. 

The Directors of the Bank of England, who have been examined before the 
, Committee, have given it as their opinion, that a Circulation of Notes of One 
Pound in Scotland or in Ireland would not produce any effects injurious to the 
metallic circulation of England, provided such Notes be respectively confined 
within the boundary of their own country. 

Notwithstanding the opinions which have been here detailed, the Committee 
are on the whole so deeply impressed with the importance of a Metallic Circula- 
tion below 5/. in England, not only for the benefit of England, but likewise for 
that of all the other parts of the empire, that if they were reduced to make an 
option between the establishment of such a Metallic Circulation in Scotland, or 
the abandonment of it in England, they would recommend tlie prohibition of 
small Notes in Scotland. But they entertain a reasonable expectation that legis- 
lative measures may be devised which will be effectual in preventing the intro- 
duction of Scotch Paper into England', and unless such measures should in 
practice prove ineffectual, or unless some new circumstance should arise to de- 
range the operations of the existing system in Scotland itself, or materially to 
affect the relations of trade and intercourse between Scotland and England, they 
are riot disposed to recommend that the existing system of Banking and Currency 
in Scotland should be disturbed. 

WITH respect to Ireland, the situation of that country, as to its Circulation, 
and as to its system of Banking, is materially different from that of Scotland. 
In Scotland there are Three Banks, of which the proprietors are protected by 
Act of Parliament or Charter from personal responsibility beyond the amount 
of their respective shares ; and there are many other Banks, consisting of a large 
and unlimited number of partners, personally responsible to the whole extent of 
their property, of which the aggregate amount is very considerable. There are 
also Branches or Agencies of most of the Banks, very widely established through- 
out the Country. 

In Ireland, the only Bank possessing the advantage of a limitation of personal 
responsibility is the Bank of Ireland, which, till a late alteration in the law, was 
the only establishment which was permitted to have more than Six Partners. The 
Circulating Medium consists, indeed, in both Countries, to a great extent, of Notes 
under 5 /. ; but the system of Banking in Ireland, instead of remaining unshaken 
for a long period, as that of Scotland, has experienced so many shocks, that its 
Banking Establishments are now nearly confined to the chartered Bank of Ireland 
and its local Agencies, the Branches of the Provincial Bank which is established in 
London, one Joint-Stock Company in Dublin, and another at Belfast, the latter 
of which has local agencies, and a few private Banks in Dublin and Be fast. 
The issue of Notes under 5 /. has been at different periods permitted and pro- 
hibited in Ireland ; there is therefore no prescription to plead for their con- 
tinuance, and there is no experience of any such system as that of Cash Credits 
in Scotland, which is stated to rest mainly upon their Issue. There is not at 
present in Ireland the same check upon over-issue, which is derived in Scotland 
A 3 from 
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trom the continual exchanges of Notes between the different Banks; and die 
failures of private Banks have frequently spread the greatest distress over large 
portions of the country. Previously to the Bank Restriction Act, there appears, 
by the Evidence taken before the Committee of the House of Commons in 1 804, 
to have existed in Ireland a considerable Metallic Circulation, of the existence 
of which in Scotland the Committee are not informed. 

Many of the reasons, therefore, upon which the Committee have grounded 
their opinion against any present provision for. a future alteration in the Currency 
of Scotland, do not apply to Ireland, and the introduction of a larger proportion 
of Metallic Currency into the latter Country appears liable to less difficulty than 
the application of the same principle to the former. There is, how’ever, a con- 
siderable ditterence in the opinions of the Witnesses, whom the Committee have 
hitherto had the opportunity of examining. While all agree in tlie necessity of 
allowing the Issue of Paper below 5 /. on account of the small value of the 
articles which compose the daily transactions of the country, there are some 
who think that the inconvenience to be apprehended from any change in the 
present Circulation w-ould be only temporary, and would be materially mitigated 
by allowing the Issue of Notes of 2 /. or 3 1 . There are others who state that 
any Alteration by which the Issue of 1 1 . Notes should be prohibited would cause 
the cessation, or at least the contraction, to a most inconvenient degree, of the 
accommodation now afforded to the Country ; that it would involve the discon- 
tinuance of many of the Branches both of the Bank of Ireland and of the 
Provincial Bank ; and that it would put an end to the prospect of establishing 
the Scotch system of Cash Credits, into which system the Provincial Bank was 
beginning to enter. 

The Committee cannot but admit it to be doubtful, whether, under the peculiar 
circumstances of Irelajid, the Scotch system is capable of being transferred in all 
its parts, and with all its advantages, to that Country ; but they abstain from 
recommending, at the present moment, the adoption of any measure for assimi- 
lating by slow gradations the Circulating Medium of Irdarid to tliat which will 
become at an earlier period the Circulating Medium of England, only under the 
expectation that further information and more experience as to the effects and 
operation of the changes which have lately taken place in the Banking System 
of Ireland, may lead to the formation of a decided opinion upon grounds more 
completely satisfactory than those upon which they could at present rest it. 



May 1826. 
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Observations thereupon. 

(April 1826 .) 



Part I.— IRELAND. 



LIST OF WITNESSES. 
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MINUTES OF EVIDENCE. 



Die Veneris, T Aprilis 1826, 

THE LORD PRESIDENT IN THE CHAIR. 



W 



JOHN M‘NAMARA, Esquire, is called in, and Examined as follows : 

HAT is your situation? — I am President of the Chamber of Commerce in 
Limerick ; they are an incorporated body. 

What is the nature. of that body ? — It is for the general regulation of the trade 
and manufactures which come within their observation. 

Have you a copy of the charter incorporating them ? — I have it in town ; I have 
not it with me ; 1 can produce it on a future day. 

Are you connected with any banking establishment in that part of Ireland ? — 
No; there is no banking establishment doing business except the Provincial Bank; 
there is a nominal bank, but it does not do business ; the firm remains, but they 
do not do any business. * 

How long have they ceased to transact business ? — They have done it on a 
very limited scale since the year 1820 ; when so many banks in the South stopt 
payment this bank stood, but limited its transactions very much. 

There is no bank in Limerick but the Provincial Bank ? — There is not. 

What is the Provincial Bank ? — It is a joint stock banking company, formed of 
a very numerous proprietary, with a capital of two millions ; and the principal part 
of its stock is subscribed by English capitalists. 

Is it established by Act of Parliament or by charter ? — Not by charter, but under 
the amended Banking Act of the last session of Parliament. 

You are not connected with that establishment? — I am not. 

Is there any member connected with that establishment here ? — I believe Mr. 
Spring Rice, the member for Limerick, is one of the directors. 

Are you a merchant in Limerick? — I am. 

In what particular branch of business ? — The general trade of Limerick ; the 
imports and exports ; exports principally. 

How lon^ has the Provincial Bank existed ? — Only for a few months ; it com- 
menced business at Limerick last October. 

Is the circulation of the Provincial Bank extensive ? — It was beginning to be 
very extensive. 

Of what does the circulation of Limerick consist ? — Now principally of Provincial 
Bank notes, before it consisted of Bank of Ireland notes. 

Has any advantage been felt yet from the establishment of the Provincial Bank ? — 
There has hardly been time enough to make tiie experiment ; they were doing 
business very extensively indeed until they were obliged to limit their business, in 
consequence of the commercial convulsion in this country. 

Do you know how many branches there are established in Ireland? — I do not. 

What in your opinion would be the effect upon the present circulation at Lime- 
rick and in the south of Ireland, of the prohibition of notes under the value of 5I. 
introduced after a limited period ? — My opinion is that the banking establishment 

245- B could 
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couU not exist; that they could not carry on a profitable trade if they were 
deprived of the issue of small notes, for it is from the issue of those that the profits 
are derivable. 

Do you imagine that any profits have been derived by banks from the circula- 
tion of notes at the period when the issue of notes under 5/. was prohibited?— 
I do not know that 1 can answer that question; I do not remember the particular 
period when they were prohibited. 

Have notes under $ 1 . been permitted to be issued in Ireland as long as you 
recollect? — I cannot say that I can distinctly answer that question, I do not 
recollect. 



You are of opinion then that the Provincial Banking Company* in Ireland could 
not carry on its operations with advantage to itself, if prohibited from issuing 
notes under 5/.? — I am; for I do not know any other source of profit they can 
have, their capital being employed otherwise — in the funds, or in any advantage- 
ous way ; but their profit, to pay their expenses, and to pay a dividend to the 
stockholders, could be derived only from the interest upon their issues, .their bank 
issues under 5/. forming the principal circulation in Limerick. 



Are you aware of any great inconvenience having been suffered at Limerick and 
in the neighbourhood, from the circulation of small notes, founded on the insufficient 
security of banking establishments formed without adequate funds ? — We deprecate 
banking establishments without adequate funds ; we consider that such establish- 
ments would be ruinous to the country. Such as we had before were, in most cases, 
speculative banking establishments. 

How many banks had you in Limerick before the year 1820? — There were 
three. 



Did they all break? — No ; two did. 

In the interval which elapsed between the breaking of the banks in the city of 
Limerick and the establishment of the Provincial Bank, how was the circulation of 
Limerick chiefly supplied ? — It was carried on through the medium principally of 
bills on London, passed in Dublin, and the proceeds sent down to Limerick in Bank 
of Ireland paper. 

Was any inconvenience suffered from that mode of circulation ? — There was an 
expense attending it; there was a commission ; probably a difference of a half per 
cent; a commission paid to the agent at Limerick and the agent in Dublin, and the 
risk in getting the Bank of Ireland notes by post. ' 



Was there any greater quantity of th. orecious metals introduced into circulation 
in Limerick and its neighbourhood, .in consequence of the failure or suspension of 
the banks there, previous to the establishment of the Provincial Bank ? — No, there 
was no gold circulated ; in fact the country people do not like gold ; they are afraid 
of gold. 

Were the bills and notes, which were introduced into circulation in the manner 
you have described, above or below 5/. in general? — I think, in general, below 5 1 . 
as being most necessary for the purposes of trade ; if larger notes were introduced, 
they were got down for the sake of saving postage, and under the idea that they 
might be exchanged for smaller ones at the Custom-House or public offices. 

On what ground do you suppose the country people were afraid of gold? — 
Because they were not assured whether it was gold or not; they are not furnished 
with scales, they cannot weigh it; but if they are furnished with a note, the person 
giving it puts his name upon it, and that gives them an assurance. 

Is there any deficiency of silver in circulation? — No; I think sHver is pretty 
plentiful at present. 

Have notes below the amount of 1/. been in circulation in your recollection? — 
Yes, so low as 6 </. 



Do you apprehend any advantage, or the contrary, resulted from that? — A dis- 
advantage decidedly ; because they were issued by people who had no property, but 
merely did it to raise the wind. 

They 
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They used to issue them with a signature, and I. O. U. ?~Yes, they did ; that 
was very common. 

Is it chiefly with reference to the commercial or the agricultural interests, or in 
an equal degree to both, that you are apprehensive of injurious consequences from 
the suspension of the issue of smaller notes ? — It strikes me both would suffer: 
I must say that other commercial people differ from me j they think that if small 
notes were put down, the circulation of capital in the country, which is not very 
considerable, would be more profitably employed, for the prices of agricultural 
produce would be diminished : but I take a more enlarged view of the subject ; 
I think the interest of the one depends upon the other, that nothing should be esta- 
blished for the advantage of the one that would be to the injury of the other. 

Have you the means of knowing whether there is any amount of coin in the 
country which is hoarded at present, and not in actual circulation ? — I have no 
nieahs of ascertaining that point ; I do not think that can be considerable. 

[The witness is directed to withdraw. 



Pt. I. — Ireland. 



J, M'Namara, 
Esq. 



7 April i8a6. 



Mr. LEONARD DOBBIN is called in, and Examined as follows : 



WHAT is your situation ? — 1 am at present Agent at Armagh to the Northern Mr. 
Ranking Company at Belfast. Leonard E 

Of what description is that company?— It is composed of a number of sub- 
scribers, the nominal capital is 500,000/. ; 1 believe there are 125,000 1. advanced. 

Is that a banking company of itself, or is it a branch of any other company? — 

It is a banking company of itself. 

Is it established by charter or not?— I am not very certain of that. 

How long has it been established? — It has been established as a banking com- 
pany for fifteen months. 

Under the provisions of the last Act of Parliamentr—I believe so; it was for- 
merly the Northern Bank, and they turned it into a company about fifteen months 
ago ; I was agent for the Belfast Bank for nearly eighteen years, and was alterwards 
appointed to the Northern Banking Company on their forming. 

Of what nature was the Belfast Bank?— It was a company; there are three 
gentlemen only now ; their notes are payable in Dublin. 

They were payable only in Dublin, not in Belfast ? — Yes ; the notes of the bank 
I am doing business for now are paid only in Belfast. 

Of what description was the circulation of the Belfast company to which you 
were agent ? — ^They were always small note.s under 5 1 . very few above 3 /. ; I do 
not think I issued any above 3/. for the last seven or eight years, or thereabout. 



Of what description is the circulation of the company for which you are now 
agent? — None above 2/. or two guineas. 

Of what does the general circulation of Belfast consist, does it consist principally 
of small notes? — I believe so, but I know more of the circulation of Armagh, 
where I reside ; the weekly circulation of notes in Armagh is very nearly 20,000/. 

Do you refer to the circulation of your own bank ?— No ; the whole of the cir- 
culation in the public markets is about 20,000 1 . a week ; the linen market averages 
about seven thousand pieces every week ; Tuesday is the market day ; the quality 
is various ; the amount is from 6 to 7,000/. a week paid for linen, that is all paid 
in notes of from 1/. to 1/. 15J. ; at present none of the linens amount to more 
than 40 j. a web sold in Armagh market, the price has been reduced considerably; 
there is also the yarn market, which averages about 3,000/. a week; also the 
wheat market, which has amounted since the season commenced, which was in 
September last, to 72,800/. ; oats and oatmeal, about 1,400/. a week; those are 
all paid in small notes ; there are different markets, which make the whole amount 
to very nearly 20,000 /. weekly, that is the public markets. 

Is the entire, or nearly the entire, paid in notes under 5/.?— It is almost all paid 
in notes, from i /. to i /. 1 5 s. and 2 /. ; the country people will not take gold ; the 
B 2 linen 
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linen weavers would not take gold for their webs ; if any of the merchants attempt 
to force gold on them they M’ould immediately turn to some of the merchants in 
town and beg to get a bank note for it. I have asked them their reason, and they 
have said that they could trace a forgery better, for they put the name of the 
merchant on the note. 

Do you remember any gold in circulation in that country? — I do. 

At what period ? — ^There has been very little in circulation now for twenty years ; 

I did a good deal of business while it was in circulation. 

At the time of the gold being in circulation was there a circulation in small notes 
also ? — No, it was all gold at that period ; the trade has increased very much since 
that period. 

To what period do you refer ?— I refer to upwards of twenty years back. 

When did the gold cease to appear? — There have always been a few guineas 
coining out, but I believe it is seventeen or eighteen years since the guineas ceased 
to appear much. I have been in business these forty years in the town of Armagh, 
and during twenty years of it it was all gold, the last twenty years it has been bank 
notes. 

Was there any inconvenience felt in the transaction of business at the period 
when a large proportion of the small payments was made in gold ? — No, I do not 
recollect that there was; the Belfast Bank commenced in the year 1808. 

You have mentioned that the circulation of the markets was about 20,000/. 
a week, of what description of paper; can you state the proportions of the different 
papers? — The Northern Banking Company’s paper at present is greatest, the 
Belfast Bank is next to it, then the Commercial Bank. 

Is there any of the Bank of Ireland? — Very few, there is no agent of theirs in 
Armagh ; there is some of Shaw’s and Ball’s Bank, but they are nearly out of 
circulation ; they had agents attending the markets there. 

Those are Dublin banks? — Yesj but they have now no agent in Armagh for 
those banks. 

What is the business of an agent for a bank; is it to put their notes into circu- 
lation ? — Yes, and to receive bills for them. 

What description of notes do they put most into circulation? — The pound notes 
and twenty-five shilling ; just according to the value of the cloth. 

But none over 5/.? — I have not passed any above two guineas since I com- 
menced business for the Northern Bank. 

What interest do the banks in the north of Ireland give for money deposited with 
them ? — I believe it is three per cent now ; I do not receive any deposits for the 
bank, but I believe that is the sum that they give for deposits. It was two per 
cent when they discounted at four per cent ; they discount at five now. 

Do you mean that the private bankers give that as well as the Northern Bank? — 
Yes; I include the other banks. There are only three banks in Belfast which do 
business now, exclusive of the two branches. 

And they all give interest on deposits ? — I have heard so ; the three banks do ; 
I do not know the fact myself. 

Do you know any thing of the practice of the Dublin bankers ? — I do not. 

You have stated that 20,000/. a week was the circulation ; do you mean that 
20,000 /. is issued every week ? — The entire public markets require nearly 20,000 /., 
but the issues from the banks do not exceed at present 10,000/. ; they did exceed 
that about two months ago. 

How is the difference between the 20,000 /. required for the circulation, and the 
10,000/. issued by the banks, supplied ? — ^Tbere are a great many merchants who 
do business for themselves ; they take bills to remit to Dublin, and a great number 
of the land agents take bills also for the notes received for rent, and some of the 
linen buyers bring money with them, which makes up the difference. 

How 



Mr. 

Leonard Dobbin. 



7 April i8a6. 



Printed image digitised by the University of Southampton Library Digitisation Unit 







on the CIRCULATION OT PROMISSORY NOTES, &c. 13 



How much do you, as agent, issue, upon the average, every week?— At present 
about 4 000 /. 1 have issued five, six, and seven thousand weekly. 



How much comes in upon you in the course of the week ?— There is very little 
comes in, except what is received from the bankers. 

You are the sole agent in Armagh r— Yes, for the Northern Banking Company ; 
there is no other agent there for that company but me. 



Those notes that come to you are sent from Belfast? — Yes, they are. 



Do vou know the proportion which comes into Armagh from Belfast every 
week?-— No, I do not; but I receive some notes at Armagh from the agents of 
landlords, and others, who pay them in to me, and for which I get them drafts on 
Dublin and London, as required. 

What is the nature of the establishment for which you are agent ; have tliey 
directors ? — They have. 



Pl I.— IjeJand. 
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Are the directors resident in Belfast ? — Yes. 

Their capital is 500,000 /.?— Yes, their nominal capital. 

AVhat part of that capital is paid up ? — A fourth, I believe. 

That is 135,000 L? — Yes. 

Do you recollect the distress in Ireland, on account of the suspension ofpayment 
of many of the banks, about the year 1 820 ?— I do, very well. 

Was that distress considerably felt in the north of Ireland ? -Some individuals 
felt it very considerably j but it was not very general. 

What number of banks failed in the north of Ireland ?— Only one m the North, 
that I recollect ; the Newry Bank. 

Was there much demand for gold on the banks at that period ?- Not the 
smallest demand that I recollect; but there was a demand for Bank of Ireland 
notes at that period. 

Is there any gold in circnlation in Armagh now?— Very little; nor are the 
people desirous to take it. 

Would Bank of Ireland notes have been preferred to gold by the people ?— I am 
sure they would. 

Are any of the notes of the country banks you are acquainted with made payable 
in Bank of Ireland notes only, and not in gold ? — I believe they are all paid in Bank 
of Ireland notes. 

Is that so expressed in the note ? — I am not certain. The Belfast. Bank notes 
are, I promise to pay at the house of S. Watson; but I do not believe Bank of 
Ireland is mentioned in the body of the note. 

You have stated that you remember the time when the general currency in the 
north of Ireland was gold ? — Yes. 

Do you recollect the country people expressing any reluctance to pass from gold 
to paper ? — They certainly did at that time. 

Do you conceive there would be the same reluctance now expressed in going 
back to gold ?— I think there would ; they seem to be all anxious for bank notes ; 
they do not appear to be at all inclined to take the gold. 

Do you conceive one effect of the introduction of gold would be that they would 
hoard their gold ?— I dare say many of the people would, if they took the gold, as 
long as they could hold it, till they had to pay their rents. I believe there is very 
little money hoarded in the countiy at present. 

Would you attribute to any other cause than the practice of the country as now 
established, the aversion to passing from the notes to a gold currency ? It our 
capital was taken from us without giving us a sufficiency of metal currency, our 
trade would be ruined. 



What are the principal difficulties you foresee ? — If the notes were taken away 
without giving us other capital, we should not have money to carry on our business. 

265. D 3 
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If gold were substituted for paper, what other difficulties do you foresee ?• — , 
A great difficultydn bringing the gold from Dublin, and from the different places, 
and the danger of bringing it ; besides, I think our bankers would all have to quit 
doing business, for their 5 1. notes would be of no value, except for remittances. 

I think they could not carry on the banking business in the North if the small notes 
were taken away from them ; for, as I mentioned, the 5 1 . notes would be of no use 
in the different markets in the north of Ireland. 

Were there no banks in the North twenty years ago, when gold was in circulation ? 
— I think the year 1 808 was the first. 

Is it within your knowledge that there were notes for 5 s> and 1 o s. circulated ? — . 
Yes, I recollect that perfectly. 

Was there any difficulty felt when those notes were taken out of the market, and 
silver substituted ? — No, I cannot say that there was ; those small notes became 
very troublesome ; they ivere dirty, and the people got tired of them, and they 
were the issues of individuals for convenience. 

Why do you think there would be any difficulty in substituting gold for the 
larger notes ? — The gold could not be so easily brought to the markets ; the linen 
merchants would have to carry 500/. or 1,000/. of gold, which would be very 
difficult early in the morning, coming to market ; now they come to the bank agent, 
and get the proportion of money necessary for that market; perhaps one principal 
will get out 1,000/., which he divides among the different buyers in the market; 
this would be very difficult to be carried on with gold. 

When the small silver notes were withdrawn, what was the nature of the silver 
coin substituted ? — 1 think bank tokens and six shilling pieces. 

Do you know the value of those tokens, in proportion to sterling money, at the 
time they are issued?— They passed as sterling money for 5</., io</., 2^. 6 d. and 
6^. ; w'hether they were equal in value 1 cannot say. 

You do not know their intrinsic value ? — No, I do not; we are very much incon- 
venienced at present by the circulation of Irish notes and of English currency ; there 
is now a very great difficulty, as the money is still passing in the market both in 
Irish and English value, and must continue until British copper money arrives. 

How many banks contribute to furnish that 20,000/. a week which you have 
stated to be required for the markets ? — The Northern Bank, the Belfast Bank, and 
the Belfast Commercial Bankj the latter has two agents in Armagh. 

Can you state the proportion in which those sums are furnished ? — Yes, I have 
taken it from the different agents for the company. The Northern Bank weekly, 
about 4,000 /. ; the Belfast Bank, about 3,000 /. ; the Commercial Bank, one agent 
about 1,500/. and the second agent 1,000/. ; that weekly amount is considerably 
under what it was about two months ago, but there is a great deal of other money 
in the town business besides that issued by the different bankers that comes into 
circulation. 

On what security do the banks issue ? — On the security of bills on London, and 
bills on Dublin, and bills on Belfast. 

On discount ? — Yes, a discount at five per c6nt. 

Do you grant cash accounts, on receiving surety, to any individuals at Armagh ? 
— No, I do not keep any accounts of that kind, unless my own private accounts; 
I do not keep any account of that kind for the bank. 

You have no information enabling you to state to the Committee the total amount 
of notes issued by the Northern Bank ? — Not altogether ; I can form an opinion of 
the amount of the notes they have out, but I cannot state that with any pre- 
cision. 

Is any commission paid besides the discount? — No cornmission; it is just a 
discount of five per cent. 

Does the exchange at Belfast on England continue at par always ? — The English 
bills are just taken now as Irish bills, at five per cent; if it is at twenty-one days 
after sight, we take off twenty-eight days interest, that is, allowing the time ; if it 

is 
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is sixtv-one we take off sixty-eight; if twenty-one days after date, we take off 
twentv four days interest ; and if sixty-one after date, sixty-four d^ys interest. 

Can you form any judgment how long the i /. and 2 /. notes remain m circulation 
after they are issued ? — No, I cannot. . 

[The Witness is directed to withdraw. 



Mr, 

Leonard Dobbin, 



7 Aiiril 1816. 



henry ALEXANDER DOUGLAS, Esquire, is called in; and Examined 
as follows : 



WHAT is your situation ?— I am a Director of the Provincial Bank of Ireland. H. A.J)ougias, 
Who is the chairman? — There is no particular chairman. ^ 

Describe the nature of that establishment?— We are a joint stock company, 
established upon the same principles as the banks in Scotland. The company was 
formed in consequence of the Act which passed last session of Parliament, and 
a capital was subscribed to the amount of two millions. 

Have you any objection to state what part of that capital was paid up?— 

£ ooo 000. We have delayed calling up more of our capital till we have formed 
the rest of our establishments. We have formed only establishments at Cork, 

Limerick, Belfast, Londonderry, Sligo, and Clonmel, but we are proceeding 
gradually to establish branches at other places. 

Of what number of partners does it consist? — There are about a thousand. 

In what manner is the business managed, by the directors? — By the directors 
here • there is a court of directors in London, and we have an establishment,* for 
instance, at Cork, where we send a manager, an accountant, and some other sub- 
ordinate* clerks ; and those are superintended by local directors, appointed by the 
court here, gentlemen who are acquainted witli the situation of Ireland and the 
credit of the town and country. 

Have you similar establishments in the other places where you have branches as 
you have at Cork? —There are local directors at each place; that is a rule laid 
down generally. 

And the local directors are all partners ?— Yes, they must all be partners. 

Are they required to hold any particular number of shares? — Yes; ten shares 
of 100/. each. 

Have they paid up those shares? — In the same proportion as other parties; 
they have paid up fifteen per cent. 

What is the nature of your circulation ? — Notes from 1 1 , up to 20/. ; the pro- 
portion of notes under 5 /. in the districts of country where we are established is at 
the average of two-thirds under 5/., and in some particular places, for instance, at 
Sligo and°other places where there is a greater number of the poorer closes of 
people, and the trade less extensive, the average of small notes is considerably 
greater. 

Where are your notes made payable ? — At the places of issuer 
Are they made payable only at the places of issue ? Only at the places of 
issue. 

In what are they made payable ?— In gold ; we profess to pay them in gold, and 
always have paid them in gold when it was demanded. 

Has there been lately any particular demand for gold?— There was lately at 
Cork, owing to the failure of a private bank there, and other circumstances uncon- 
nected with our establishment, and it was necessary for us to provide gold to supply 
that demand. 



Is the form of the note issued at Cork different from the form of the note issued 
at Sligo for instance? — No; only the difference of the place. 

What are the means the bank takes to supply itself with gold when there is 
a demand for it? — We supply ourselves either from Dublin or from London, 
according to circumstances, as we may find it most convenient. 
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From the Bank of Ireland or the Bank of England? — Yes; from one or tU 
other. 

H. A. Douglas, 

Esq. Have any Bank of England notes got into circulation in Ireland ? — Almost none • 

' very few indeed. I may mention that upon that late occasion, when there was an 

7 April 1 8i6. extra demand for our notes being convertible into gold, we thought Bank of England 
notes might be used for the purpose of exchanging them ; but we found they did 
not answer the purpose, and that they would not be generally taken. 

Previous to that particular run or demand which appears to have existed at 
Cork, was there in general a preference shown for paper or gold bv persons who 
brought in your notes? — No, I do not understand that there was “any particular 
demand for gold in preference to paper ; nor is there any at the present moment. 

In the great towns in which you have branches, what proportion of the whole 
circulation do you suppose you have at present, in Cork for instance ?— I can 
scarcely answer that question at present; it depends on circumstances which 
1 cannot exactly state. 

What other banks are there in Cork ?— In Cork there is a branch establishment 
of the Bank of Ireland, and there were Mr. Pyke’s and Mr. Leslie’s banks, since 
given up. 

Has the branch establishment of the Bank of Ireland so large a circulation as 
your own ? — I conceive a larger. 

What other establishments are there in Cork ?- Only two, the establishment of 
the Bank of Ireland, and the establishment of the Provincial Bank ; there are no 
private banks now in Cork. 

Are there any other branches in the towns in which you have establishments?— 
Yes, in Belfast; there are no private bankers, except in Dublin and in the north 
of Ireland, as far as I know. At Limerick, a large town, there is not any esta- 
blishment but our own, and this observation applies also to Sligo ; at Clonmel 
there is an establishment of the Bank of Ireland and our own, but no private bank ; 
at Londonderry the Belfast banks have their agents, as well as some of the Dublin 
banks. 

Are you acqumnted with the system of banking in Scotland? — Yes,T am. 

Are you sufficiently acquainted with it to state whether there is any difference 
in the system adopted by the new banking company in Ireland, and that which 
has been for some time established in Scotland? — I am acquainted so far as to 
state that the system we have pursued in Ireland is almost similar to that in 
Scotland. 

Have the goodness to state what that system is; do you receive deposits ? Yes* 

we give interest upon money deposited upon current accounts, and upon money 
lodged for a more lengthene^eriod, upon separate interest receipts. 

Do you grant cash accounts in consequence of securities being given ? — We have 
done so to a liniited extent, and it was our intention to continue granting this sort 
of accommodation ; but since the contemplated change iu the bank-note system 
has been discussed, we have ordered all our establishments to desist sivine such 
credits. ® 

Do you conceive there are any obstacles in Ireland as contradistinguished from 
the state of Scotland, which would prevent, supposing the law to remain as it now 
is, the establishment of the Scotch system of banking in all its details in Ireland ? — 
I think we should be enabled to carry the system into effect iu Ireland as it has been 
in Scotland, and that was our intention. 

You are not acquainted with any difficulty which the local circumstances of the 
country present to such a course ? — We felt that the measure of giving cash credits 
in Ireland should be gone into with great caution ; it occurred to us that it might be 
difficult to find the same means of security as in Scotland, and there are also 
greater legal obstacles in the way of recovering money, which I am not qualified 
to explain. 

Are you not aware, from your acquaintance with the Scotch system, that they 
have a practice of balancing their accounts at Edinburgh, a central place, every 

week, 

/ 
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week that is, as to the exchange of notes ? — They exchange notes there I under- 
stand twice a week. 

Could vou do that in any central place in Ireland ? — It might be done in Dublin, 
but at present the exchange is confined to the Provinces. ^ 

That applies to your own branches only, does it not? — No; we have a regular 
daily exchange of notes with the other banks at the several stations where they and 
the provincial banks have establishments, and twice every week the balance of notes 
against any of the establishments is paid by a draft at sight in Dublin. Hitherto 
no arrangement has been made with the Bank of Ireland to exchange notes in 
Dublin, by giving bills at a short date on London for tlie balances, as is the case in 
Scotland, and of course no exchange of Bank of Ireland notes does in effect take 
place, unless parties chose to demand gold. 

' In like manner, at Belfast, you are in the habit of interchanging with the other 
banks there ? — Yes, every bank which we consider as of sufficient credit we e.x- 
change with. 

Have you any reason to suppose that in Scotland there is a greater or less degree 
of confidence, from knowing the partners in the different banks there? — There is 
a greater degree of confidence in the banks of Scotland. 

Do you suppose that to arise from that circumstance a good deal ? — It arises from 
the knowledge parties have of the solid means and principles upon which the banks 
are established and conducted. 

Do you think there would be an equal degree of confidence in a bank established 
in a distant part of the kingdom? — I conceive so; in Ireland, banking establishments 
have been looked upon for many years past with considerable distrust, owing to the 
numerous failures of private bankers ; generally, there has been no distrust towards 
cur establishment ; branches have hitherto secured the confidence of the country. 
Have you found any difficulties r — None whatever. 

Is there any reason why between one banking establishment and another, formed 
in Ireland on the principles of yours, there should be less confidence than prevails 
between the different bankers in Scotland ?— None whatever in my opinion. 

Your notes are payable on demand? — ’Yes, and our deposits are all payable on 
demand. 

Are your deposits payable on demand on the face of them, or only in your 
practice ? — In practice. 

Requiring no notice ? — No. 

What interest do you allow ? — Two per cent. In some instances in the north of 
Ireland, where it is the practice of other banks to give three per cent on permanent 
deposits, we have of course followed that example. 

You make a distinction in practice between money deposited to be drawn out 
next day and money deposited for a time certain? — Yes, that is the rule in the 
north of Ireland. 

What length of time do you require money to be left?— We do not require any 
notice. There are two sorts of deposits : one on current accounts, which fluctuates 
daily ; a depositor on a current account may draw out his money in such sums as he 
may require to suit the convenience of his busine.ss : there is another which we call 
a permanent deposit, and for which a separate receipt is granted, to distinguish it 
from a current account deposit. This money, so deposited, generally remains with 
the bank some time. 

Do you give any interest on the first class of deposits?~Yes, we give an interest 
on the balance at the credit of every cash account. 

Yon say you give interest upon the first class of deposits; how often is the 
balance struck upon which it is calculated ?— We calculate the interest against us 
every day ; it is a very easy process. 

What period of time constitutes a permanent account as distinguished from 
a current account? — No period of time is necessary to constitute this distinction; 
245. C the 
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the nature of the receipt granted for the deposit will show, upon the face of it 
whether it be a permanent lodgment or upon a current account. ’ 

Do you mean that the permanent deposits are payable on demand? — Yes 
a current account is used for the general purposes of a man’s business ; a separate 
deposit, which is denominated permanent, is generally lodged for a period by 
parties who have idle money, and who are not employed in mercantile pursuits. 

What is the present interest given on such permanent deposits ? — Two per cent 

On the first class of deposits, which may be drawn out next day, you give two 
per cent ; on the second class of deposits, if the money remains three months, 
what interest do you give? — We give two per cent generally; at Belfast and 
Londonderry, where other banks give three per cent, we find it necessary to give 
the same. 



If it remains six or twelve months you do not increase the per centage ? — No ; 
in point of fact, as far as the system has been carried on in Ireland, we find we 
have a larger amount of balances on our cash accounts than we have on the per- 
manent deposits. 

When money is lodged on a permanent account, would you refuse the draft of 
a person as drawing on a current account? — Yes, he is not entitled to receive the 
money on a draft ; he must bring back the receipt we gave him. 

Can a person withdraw a part of the money he has paid in as a permanent 
deposit? — Yes, he may; but he must bring the receipt and get a new receipt for 
the balance. 



Suppose a person had a permanent deposit, would you allow him to overdraw 
his current account to the extent of his deposit ? — That depends on circumstances, 
we would look first of course to the current account. 

You would not consider him entitled to do it? — No; certainly not. 

Has the amount of money deposited on permanent deposits been very great at 
any of your branches ? — Very considerable for the time. 

But at none of your branches have they amounted to so much as the balances on 
your cash accounts? — No; they have not hitherto done so. It is a new system in 
Ireland ; and I am of opinion that much benefit would arise, if the lower classe 
of the Irish people could be encouraged to deposit their small gains, as in Scotland. 

The amounts of your permanent deposits are greater in those places where you 
give the largest interest, probably ? — We have been a very short time established 
in the north of Ireland, so that 1 cannot speak to that. 

Where was your first establishment in Ireland ? — At Cork. 

What inconvenience would follow, in your opinion, if the circulation of notes 
under 5 1 . were to be prohibited after a time ? — That would contract our issue very 
considerably. We consider our greatest profit arises out of the circulation of small 
notes, being the largest proportion we so issue ; and in point of fact, as far as 
I can be a judge of the question, our different establishments would not pay us 
adequately for the risk we run, and the loss and expense we necessarily incur, 
unless we were remunerated by the issue of our small notes. 

Do not you think the issue of 5 1 . notes would be in some degree increased by 
the withdrawmcnt of the smaller ? — I suppose they would in some degree ; but 
in Ireland the money transactions are very small, owing to the numerous manu- 
facturers of linen, and the producers of corn and pigs, who would scarcely ever 
require a note above 1 /. 

Have you formed any notion, in your mind, to what extent the 5 1 . notes 
might be increased, if the 1 1 . and 2 /. notes were withdrawn ? — I have not. It is 
the object of bankers, as far as they can, to increase the circulation of small notes, 
because they remain longest out ; and how far that may tend to increase the circu- 
lation of 1 1 . notes I cannot tell ; it may do so to a certain extent. 

You consider the cash account system as connected with the 1 1 . note system ; 
if the 1 1 . notes were withdrawn, do you think the banks could go on affording the 
accommodation of the cash account? — 1 consider the cash account system and the 

g 1 /. note 
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1 / note circulation so connected, that if the notes are withdrawn, it is understood 
that our establishment will not grant any further cash credits. 

In speaking of cash credits, you mean where a person giving good security may 
draw to a given extent, having otherwise no money in the bank ? — Yes ; and if 
a party wishes for credit for 1,000/. or any other sura, he must find two good 

securities. 
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If the smaller notes were stopped, and only notes of 5 1 . issued, you say you 
could not go on ivith this ? — In the first place, our means of accommodating the 
public would be very much curtailed ; and I do not think there would be any 
inducement to grant such credits for the future, because the chief profit derived 
from them arises out of the circulation of our small notes. 



What do you think would be the effect, if instead of 5 /. you were limited 
to 2 /. ? — That would undoubtedly be better than abolishing altogether all notes 
under 5I. 

Would not that make a material difference r — It certainly would. 

As far as you are informed, do the 5/. and 10/. notes which are issued, remain 
for any length of time in circulation? — We have always an average of 10/. and 5/. 
notes out in circulation, but generally speaking they are much more apt to come 
back upon us quickly. 



What is the employment of the 5 Z. and 10/. notes in Ireland ; to what purposes 
are they employed? — In the payment of larger sums, and they are often sent by 
letter to distant parts of the country. 



, I Are they taken by the revenue ^ — They must be to a certain extent, but there 

I are a great number of small notes taken by the revenue in Ireland. 

Do the revenue take any except Bank of Ireland notes ? — Not at present. 

' Have you any notion what is the amount of notes in circulation in Ireland ? — 

' 1 have seen a return of the Bank of Ireland ; and I understand (though I may be 

*■ misinformed) in the north of Ireland, the issue of the banks there, independent of 

the Bank of Ireland, is somewhere about one million and a half; altogether there 
1 must be somewhere between seven and eight millions. 

^ You mean including the Bank of Ireland? — Yes. 

What proportion of that do you suppose consists of notes under 5 /. ? — In the 
north of Ireland, 1 understand, small notes under 5/. compose almost the entire 
^ circulation, but I cannot state that from any certain means of information ; I un- 

i derstand that four fifths of the circulation in the north of Ireland consists of notes 

of other banks, independent of the Bank of Ireland. 

Were you acquainted with the banking business in Ireland before your connec- 
s tion with the present establishment? — No, i was not; I went to Ireland some 

Y time ago for the purpose of establishing some of the branches of the Provincial Bank 

I of Ireland. 

3 Did it require a large investment of capital to establish banks in different parts 

s of Ireland ? — Yes ; independent of a very considerable capital, an expense to a 

■, serious extent must be incurred in forming our establishments. At every establish- 

ment we have a manager and accountant, who from previous knowledge and ex- 
perience are qualified to conduct the business of banking ; and also other assistants, 
j. as the nature and extent of the business may require. In addition to the salaries 

of our officers, we give our local directors an annual allowance, to insure their 
attendance. 



s 

s 



Supposing this regulation of no notes being issued under 5 /. was to take place, 
do you think you could afford to carry on your several branches you have established 
w Ireland ? — I do not ; I think we must curtail our establishments very much. 

You do not think it would lead to their abandonment but to their curtailment ?— • 
It is impossible for me to answer that precisely ; but as far as I can judge at pre- 
sent, I cannot see how we are to make up for the loss which will occur to us 
from the withdrawment of our small notes. 



Not if you were to charge a higher rate of interest upon your advances? — That 
would do us very little good ; for we depend more, in many districts of Ireland, 
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Pul.— Ireland. on the issue of our notes than upon any other benefit. We certainly afford accotn- 

modation which is very useful to the country where we are, and more particularly 

H. A. Douglas, to the mercantile classes ; but at the same time the business which we do carry 

^ on, even if we charged a higher rate of interest, or a commission, %vould not be 

A rji 3,26 sufficient magnitude to repay us for the expense of our establishment, independent 
‘ ’of our notes. 

Was your capital very readily subscribed? — Yes; the calls have been paid up 
within a mere trifle. We have called up fifteen per cent. Ten per cent has been 
paid long ago ; it is only lately that we called the remaining five, and the greatest 
proportion of that is paid up. The parties are allowed a certain time to pay 
it up, and in most instances have been very punctual. 

Under a prospect of the profits being greatly diminished, do you imagine the 
remainder would be very readily paid up ? — That would of course have an effect. 

Would you have occasion to call for the remaining parts, if the whole scale 
of the business was diminished in consequence of the gradual reduction of notes 
under 5 1 . ? — If the scale of our operations were changed in the manner which has 
been proposed, I think we should have to call for a much larger portion of 
our capital than we now contemplate. 

In what way would the diminution of your business require a greater advance 
of capital? — Suppose, in the course of a certain period, we have a circulation of 
five hundred thousand of small notes; if w^e are obliged to withdraw these from 
circulation, our capital is so much reduced. 

If the scale of business is reduced, how can it require an equal capital ? — We 
cannot trade as bankers profitably upon our own capital. Under the present 
system we are moderately remunerated by the profit on the issue of notes, and on 
deposits received at a low rate of interest. If the issue of small notes be with- 
drawn, then we cannot afford to allow interest on deposits. These would natu- 
rally decrease, and being deprived both of the means and profit derived from these 
sources, I doubt whether any capital we could raise would enable us to support 
numerous local establishments in Ireland with any hope of success, always bearino- 
in mind that a considerable portion of our capital must be held in gold, to answer 
the ordinary calls of business. 

Have YOU any objection to state whether you regulate the amount of your issues 
by the amount of the capital paid up ? — Of course we must regulate ourselves mate- 
rially by the extent of our own capital. As prudent bankers we would not issue 
notes to an extravagant extent compared with our capital, though whatever we 
receive for our notes, we are supposed to lay out that money in an available and 
secure manner. 

In the event of there being a prohibition to the circulation of notes below 5 1 . in 
the course of three or four years, do you imagine that would occasion any mistrust 
of those'notes, so as to cause any immediate depression in the circulation ? — That 
is an apprehension which we all feel ; and that if this alteration is to be carried, into 
effect at a distant period, we shall, as prudent bankers, find it necessary to curtail 
our engagements immediately. I think we should act a very imprudent part if 
we did otherwise, particularly in Ireland, where sudden impressions are easily 
excited. 

Independently of any call made upon you, would you, as a prudent banker, con- 
tinue to issue one and two-pound notes up to the time that .they were to expire ? — 
Decidedly not. 

Would it not require, in the event of a circulation of notes above 5 L, an addi- 
tional capital to supply gold, if you continued in your trade of a banker ? — I think 
so decidedly ; I cannot see how we could issue our notes of 5 /. and upwards, with- 
out keeping a very considerable portion of gold more than we would do, if we had 
small notes in circulation ; for we would be liable, in the course of our business, 
to be called upon every day to exchange our notes for gold to an uncertain 
amount. 

You say you are often liable to demands for gold in Ireland ; for what causes? — 
Except in the late instance at Cork, we have not experienced any particular 
demand for gold ; but the poorer classes in Ireland have been and are easilv incited 
to distrust. 

Panic- 
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Panic-struck?- Yes. 

To what part of Ireland do you allude chiefly where those demands have been h. A. Douglas, 
jpade?— In the south of Ireland principally ; in the north of Ireland they appear to ^ 

have greater confidence. 

Mi'^ht not that difference arise from the circumstance of a greater number of 
rivate banks having failed in the south than the north of Ireland, and a recollection 
of the sufferings excited thereby ? — Decidedly ; and generally those failures have 
been caused by the great imprudence of the parties in the management of their 
affairs, and for want of sufficient capital. 

Probably, therefore, the recurrence of those occasional demands for gold vyould 
decrease wuth the increased confidence which your establishment would acquire in 
the absence of private banks ? — I have no doubt of that. 

Are the notes you have issued at one branch in Ireland payable at othe*^ 
branches? — Other branches pay them; but they are not payable in gold at any 
other branch but that from which the note issued. ^ 

And each branch issues its note with a distinguishing place as a date?— Wit 
a local place, as a distinguishing date; and it is the rule, for the convenience of the 
public of course, that all our establishments shall mutually interchange our notes; 
and we have our agents in Dublin, who give the money for our notes there, though 
they are not made payable there. 

In point of fact, have they at one branch given cash, when demanded, for notes 
issued at another?— I cannot say that they have, in point of fact; but I have 
no doubt, if cash were demanded for any of our notes, issued at any branch, they 
would cash them. 

[The witness was directed to withdraw. 

JOHN ACHESON SMYTH, Esquire, is called in ; and Examined as follows : 

WHAT is your situation? — One part of my business is Agent for the Belfast Bank J. A. Smyth, 
ill Londonderry ; I am also a general merchant, and linen merchant. . ^ j 

What is the extent of the circulation in Londonderry ? — We have a great num- 
ber of branches in Londonderry : the Bank of Ireland has a branch ; the Provincial 
Bank have a branch ; the Northern Bank have a branch; Ball and Company of 
Dublin have a branch ; and the Belfast Company a branch. I cannot say what 
the entire circulation may be ; the Belfast notes vary from 300,000^. to 500,000/. in 
a year. 

Of what do they consist principally ?— Generally notes from 2 1 . down to 1 ; no 
notes above 3/. 

Is there an exchange of notes between the branches of the different banks 
established at Londonderry ? — Yes, between some of them. 

When you state that the extent of circulation of Belfast notes varies from 300,000/. 
to 500,000 /. in the year, do you mean those which circulate in Londonderry t— 

Those which I issue. 

You do not mean the greatest amount of circulation out at any one time r No, 
during the year ; those that I issue in the course of a year. 

Have you any objection to state the greatest number of notes in circulation at 
any one time? — I suppose of those issued in Londonderry from 5O1OOO/. to 70,000/. 
out at one time ; but the issue from Derry supplies a considerable part of the north 
of Ireland, to the westward the counties of Donegal, part of Tyrone, and a con- 
siderable part of Fermanagh. 

What is the natui'e of the commercial transactions in Londonderry? The prin- 
cipal part of the notes that are issued are for the purpose of purchasing linens, 
butter, pork, grain, flax and linen yarn. 

Is the amount of those purchases individually very small? — Yes; for linens 
seldom any web goes beyond 4/., from that amount to 1 /. ; butter from 30 s. to 
about 2 /. or two guineas ; and cask pork from 1 /. to about 5 /. or 6 /. 
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If circulation of 1 1 . notes were to be prohibited within a certain p riod, but 
the circulation of 2 /. notes permitted, what change do you think that wouR 
make in the convenience of the public ? — It would be inconvenient not to have \ l 
notes or gold in exchange for them. 



7 April 1 8a6. jQ^g j^ave you been in business r — Between thirty-five and forty years. 

During the first twenty years of that paiod were there any small notes circulated 
in that country/ — No, it was all gold. 



Was any inconvenience felt from the circulation being all metallic ?— Very con. 
siderable inconvenience; I have myself found it as well as others. 

In what respects ? — My principal business was that of a linen merchant; we found 
it very difficult to get gold to make payments ; the common practice was to give 
a bill to one of the merchants in town, or the land agents, and we got the money 
from them for those bills as they collected it ; it was taken by instalments, some- 
times one half down, and a third in the course of a week, and the remainder in 
another week or a fortnight. 



Was there then any difficulty in paying the vendors of those commodities you 
have mentioned? — Occasionally there was a difficulty in getting the money, very 
often I have known great difficulty in getting money to pay for the linens bought at 
market ; the markets are all held early, and unless we supplied ourselves before 
we made purchases, we run the chance of not having money to pay for the pur- 
chases we made. 



Were there at that time any banking establishments in Derry ? — Not any. 

Did the public receive with satisfaction the passage from gold to paper circu- 
lation? — At first they did not. I was one of the last myself that paid in bank 
notes ; but the public are perfectly satisfied now with the change ; they will only 
take guineas or sovereigns when they cannot get notes, they prefer the notes. 

Do you imagine that the transition from a paper circulation to one exclusively in 
gold would have any effect on the prices ?— I am sure it would have a considerable 
effect on the prices. 

When you say they gave a preference to gold over notes, do you mean private 
bank notes, or the Bank of Ireland notes? — To any notes; there were no private 
bankers at that time in the north of Ireland ; at present they give a preference to 
notes. 

There are no private banks in Londonderry ; they are only branches of other 
banks ? — Just so. 

Was there never any private bank there? — There was one that was dissolved J 
It paid all its notes. 

On what ground do you conceive the public prefer paper to gold at present ? — 
It is more convenient for those who pay away the notes to carry them to market j 
our principal payments are not in the town of Derry, where we might have a de- 
posit of gold, but through the country. I am in the habit of employing my linen 
buyers to go to the country markets, and I must supply them vpith the week’s money 
before they start, perhaps 500/. or 1,000/.; they have to go through the interior of 
the country, and do not return for a week ; they make their purchases all in small 
quantities, and it is more convenient for them to carry notes than gold, and should 
they run short they are always sure to get a supply at some of the branches of the 
banks. 

Five-pound notes would not answer that purpose ? — No. 

Is there any preference given to any description of note r — Yes, there is a prefer- 
ence to the Bank of Ireland notes, they answer general circulation best. 

Supposing those notes were withdrawn that are under 5/., do you think that it 
would pay the bank at Belfast to maintain its branch at Londonderry ? — I am sure 
^ great doubt whether they would continue their bank at 

Belfast. 

Do you think they would, if notes only under 2 1 . were abolished ? — Two-pound 
notes would answer for a considerable part of the circulation. 

In 
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In that case do you think the branch bank might be maintained ?~Yes. P>. L-irei«nd. 

Is there plenty of silver in circulation in the north of Ireland ? — Yes ; there is 
very little si^r wanted, the notes being for uo s., 25 s. and 30 s. and so on. 

Has any uneasiness prevailed in the north of Ireland, as to the solvency of the ^ -j 
banks whose notes were in circulation during the agitation in Ireland ? — Occasionally 
there has. 

Was there arty thing like a run upon any of the banks? — Not any, of late. 

There was no demand for gold, more than usual, at your bank ? — Not any. The 
issue of the Belfast Bank was all payable in Dublin (the bank that I do business 
for) ; that makes their circulation more convenient, and perhaps more extended, 
than that of those who pay their notes in the place where they are issued. 

Is there any other bank in Ireland whose notes are only payable in Dublin ?— 

I do not know of any other country bank whose notes are payable in Dublin. 

Did the breaking of the banks in the south of Ireland, in 1820, produce any 
effect upon those in the north ? — Not any material effect, either in point of credit or 
otherwise. 

You think there is no sense of insecurity felt in the public mind in Ireland, as to 
the present circulation ? — Speaking generally, as far as relates to the circulation of 
the north, most of the banks are considered perfectly secure ; of course the public 
form their own opinions as to the stability of each. 

Is there any considerable extent of forgery on the bank for which you are con- 
cerned ? — There is not now j there was some years ago, but there has not been 
lately. 

You were a linen merchant at the time the payments were all made in gold ; 
did you often or ever withhold from purchasing linen, in consequence of your 
difficulty in getting gold?~I was limited so far, that unless I had provided gold, 
prior to the commencement of the market, I w’ould be very cautious in purchasing 
any considerable quantity, lest I should be disappointed in getting §old ; the 
difficulty would now be greater, as there is more than double the sum laid out for 
the purchase of the produce of the country now than there was at that period. 

Did the vendors always require prompt payment? — Yes; all our purchases are paid 
down iu cash. 

Did you ever pay large discounts upon your bills, in order to procure gold ? — Very 
often. I have somedmes paid as high as five to six per cent for sixty-one day bills ; 
but generally one and a quarter to one and a half per cent, equal to nine per cent 
per annum, according as money was to be got. 

[The witness was directed to withdraw. 

HENRY ALSOP HUNT, Esquire, is called in ; and Examined as follows : 

HAVE the goodness to state your situation in life?— I was a merchant, and 
had a bank for a year, but I have given it up for some years ; at this moment I am 
one of the local Directors of the Provincial Bank of Ireland. 

Where was the bank to which you did belong?-— In Waterford. 

How long did you belong to that bank ? — About fifteen months. 

In what part of Ireland are you a local director ? — In Waterford. 

Are there any other banks or branches of banks in Waterford ?— There is a branch 
of the Bank of Ireland ; there is no private bank there at present. 

Has there been any private bank in Waterford ? — There has been. 

During the time those other banks existed, what was the nature of their 
tion as to notes under or above 5 1. ?— Since the restriction of the issue of gold trona 
the Bank of Ireland the notes have been both large and small, but previous to that 
there were no small notes issued. 

In what proportion since that have the notes been above or below 5 1 . ? 1 should 
conceive the small notes were the greatest, and very considerably. 
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Is the circulation of the branch of the Provincial Bank in Waterford principally 
in small notes ? — That has not commenced, but it was about commencing. 

What has retarded the establishment of that branch ? — I believe nothing but the 
orders of the directors here ; we have been preparing to fit up the house the last t^vo 
or three months. 



What is the chief circulation of W’aterford at present ? — At present it is almost 
entirely confined to Bank of Ireland notes. 

Are you preparing now to open? — They propose to open on the 10th of this 
month ; the manager had not arrived when 1 left Waterford. 

You expect that they will open on the loth.of this month ? — Yes. 

[The witness was directed to withdraw. 



JOHN HOLMES HOUSTON, Esquire, is called in ; and Examined as follows : 
J. H. Hovsion, WHAT is your situation ? — A Banker in Belfast. 

In what bank ? — The Belfast Bank. 

Of what description is that bank? — It is a bank that issues notes payable in 
Dublin, not payable at the place of issue ; it is the only bank in Belfast that issues 
notes of that description. 

Is that a chartered bank ? — It is not ; it is a private bank. 

What number of partners are there ?— There are three ; there were four ; on of 
the partners died, another retired, and a third was subsequently taken in. 

How long has it been established ? — Since the year 1 808. 

Of what description are the notes which it issues? — All small notes now. We 
formerly issued 8 1 . and 20 1 . ; but for many years we did not issue any higher than 
two guineas, one pound, one guinea, thirty shillings, a guinea and a half, thirty-five 
shillings, and two pounds. 

Were you in business previous to the time when your bank was established ? — 
Yes, I was in mercantile business ; but I was originally a partner in that bank, and 
have been in it since it was established. 

Of what did the circulation of Belfast consist previous to that period ?— Mostly 
guineas. 

Did those guineas disappear ? — The guineas disappeared after the banks were 
established ; they went out of circulation. There was another cause : a very high 
premium paid on guineas, for sending abroad, in consequence of the exchange, 
and paying the troops, and they were mostly bought up at a premium. 

Was there any inconvenience experienced in the trade of Belfast during the time 
that the circulation consisted chiefly of gold? — The chief inconvenience was, 
I think, that the persons w-ho wanted, to have bills discounted at that time were 
obliged to pay a very high premium for it ; there was a discount office, and that 
discount office charged a discount and a premium on the bills, which made it amount 
to about nine per cent to the persons requiring discount. 

Previous to the time when there was a discount on gold, was there any incon- 
venience felt in the circulation? — Yes, I think it has happened, that a person who 
wanted a 300/. or 400/. bill discounted on Londqn, was obliged to go to a monied 
man in Belfast, and give him this bill ; and this person probably might not have all 
the money at the time ; he would say, I will give you 1 00 /. and will give you the 
remainder when I can get it ; and it might be a week probably before the remainder 
was got ; occasionally sometimes they got it immediately ; in fact there did not 
appear to be sufficient capital. 

Were there any banks in Belfast more than twenty years ago ? — Yes, there was 
another bank, called the Belfast Bank, established by a relation of mine and three 
others. 

At what period? — 1 think about 1784 or i7^5> they gave up business in the 
year 1798, at the time of the rebellion. 

Do 
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Do vou know vvhelher, at the time they carried on business, they issued notes 
under or above 5 /• ? — Mostly small notes ; but they had scarcely any circulation, 
for they paid in gold. 

Do you remember the distress in 1820? — Yes; there has been, on different 
t^casions, in different years, very considerable distress. 

Do you remember the period when so many banks in Ireland broke?— Yes. 

Were there any number suspended their payments in the north ot Ireland ? — 
The Newry Bank was the only one ; the three Belfast banks still held firm ; and 
’ the Lurgan Bank. 

What inconvenience do you think would follow from the gradual withdrawment 
of the small notes in circulation, with a substitution of gold ? — 1 am not competent 
to answer that question. I should think that unless there was a very large sum of 
(jold brought into circulation as a substitute for the notes, that the price of agricul- 
tural produce would fall, and the rents of lands would fall also. It would require 
a very large sum for the province of Ulster, if I may judge from what our circu- 
lation has been. 

Have you any objection to stating what has been the amount of your circulation ? 

j I have no objection to answer that question. I took it from our books before 

j I left home, that I might be able to answer correctly : in 181 1, the average of the 

year, 249,000/.; in 1812, 354,000/.; in 1813, 396,000/.; in 1814, 378,000/.; 
in 1815, 313,000/. ; in 1816, 239,000/. ; in 1817, 271,000/. ; in 1818, 389,000/. ; 
in 1819, 412,000/. that was the highest it ever had been; in 1820, 300,000/.; 
f in 1821, 310,000/.; 1111822,268,000/.; in 1823, 297,000/. ; in 1824, 300,000/. ; 

in 1825, 351,000 /. ; and 1826 of course I cannot tell at present. The capital of 
Uie bank was such that it could have paid off all our notes at any one period. 

If all the notes under 5 /. were prohibited to be issued, would it be worth while, 

' in your opinion, to keep the establishment of a bank in Belfast? — I do not think 

^ it would, except by carrying it on in the same manner as it formerly was, to keep 

' a discount office, charging a commission on discounting bills, because 5 /. notes 

would not circulate ; then our circulation would be so trifling it would not answer. 

Why would not 5/. notes circulate ?— The chief use we have for notes is for the 
^ purchase of linen cloth of different manufacturers. A piece of linen cloth in general 

does not amount to more than 30 s. or 2 /. ; and five, ten and twenty pound notes, 

^ therefore, would not go into circulation. 

Is it unusual that more than one piece of linen cloth should be sold at one time ? 
» — No ; tliey sometimes buy two or three pieces from one weaver ; but the mer* 

^ chants would not find it useful to have 5/. or lo/. notes, for they keep accounts at 

the different banks, and they would not be at the trouble of taking notes out, 

’ unless it was to pay for different articles of manufacture, pork, beef and butter, 

&c. &c. 

Do you conceive that the effect of withdrawing the notes under 5/. would be very 
I much to multiply the number of checks on bankers ? — I do not think it would; the 

I bankers could not do any thing like the quantity of business they do at present; the 

j merchants draw checks according to the extent of their business, they would not 

increase that, but they would rather diminish it, for the' bankers would not be able 
to discount for thfe public so liberally as they have. 

^ Are the objections you make to the notes chiefly confined to the linen trade? 

^ — To the linen trade, and the pork and butter, and so on. 

II In the corn trade would not notes of 5 /. be useful ? — I think they would; but the 

c farmei's would take guineas, and they would lay by guineas or sovereigns ; they do 

r not lay by notes so ftequently as they do gold. 

To what extent round Belfast do tlie Belfast Bank notes extend.'' — Ihe nortlicru 
notes circulate in Antrim, Down and Derry; I believe our notes have a wider cir- 
s I culation'than any others, because they are made payable in Dublin; tiiey circulate 

e io Armagh, Antrim, Down, Tyrone, Derry and Monaghan, some few in Cavan, 

generally in Antrim and Down. 

e Are parcels of notes sent weekly to those clitl'erent counties for the purchase of 

linen? — They are. 
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Have you agents whom you employ for the purpose of circulating your notes?-— 
We have. 

How many agents do you employ ? — I think seven or eight; we have an agent in 
Derry, one in Armagh, one in Ballymena, one in Newrv, one in Coleraine, one in 
Dundalk, and an agent in Banbridge : those are all we have at present. 

At what rate do you accommodate the merchants with discount at present? 

Five j>er cent now; it was four till the Bank of Ireland raised it to five. 

Are you aware at what rate your relation, and others, who kept a bank in 1784, 

when payments were made in gold, accommodated the merchants with discount? 

At six. 

Do you charge commission besides the five per cent? — No. 

Did they charge commission in addition to six?— Noton Belfast bills. 

He accommodated them at six? — Yes, on bills payable in Belfast, but on bills 
payable in Dublin there was so much per cent charged. 

Can you state the per centage^ — It amounted to more than six per cent, pro- 
bably to eight per cent per annum. 

What was the interest charged by the Bank of Ireland at that time?- -I believe 
five at that time. 

Are there any joint stock banks under the new Act established at Belfast ? — 

One of the original banks has changed into a joint stock company ; there have 
been three banks in Belfast for a good number of years, and latterly a branch of 
the Provincial Bank established, and a branch of the Bank of Ireland ; one of the 
three, as I have said, is now a joint stock company : there are five at present, 
two branches and three banks. 

How long do you consider the small notes as circulating before they are worn 
cut?— Weeannot circulate them after three years, according to law; but I think 
they would be fairly worn out in fourteen or fifteen months, if they are continually 
in circulation. 

What is the stamp upon them ? — I think three halfpence upon the lower notes 
under forty shillings. 

What do you think would be the effect if the issue of notes were limited to 2/. 
instead of 5 1 . ? — 1 think it would not accommodate the country so much. We 
were in the habit of issuing a few notes up to 20/. three guineas, 8/. and so on, 
and we found that it was not our interest to pay the stamps upon those notes 
above 2/., for they did not circulate, and therefore we withdrew them. 

If notes as low as 2I. were admitted, would the same inconvenience to the linen 
trade arise as you have supposed in the case of their being no notes under the rate 
of 5 1 . ? — No, certainly not. 

Would not that make a material difference? — Certainly. 

At what period did you cease to issue the larger description of notes? — I do not 
think we have issued many for eight or ten years. 

Do you imagine that a regulation for the withdrawing of small notes from circu- 
lation in the course of three or four years would bring upon them immediately such 
a discredit as to cause a sudden diminution in their circulation ? — I do not think 
it would ; I think the people would be anxious to take them as long as they 
could get them. 

Would you, as a banker, be anxious to circulate them as long as you could, if you 
knew they were to be annihilated in three years ? — Yes, of course we would. 

What is the rate of interest allowed for deposits ? — We allow now three per cent, 
wc allowed two per cent when we discounted at four. 

What is the smallest deposit you take ? — Nothing under 20 very few so low ; 
it is generally from 50^- upwards. 

Have you any saving bank ? — Y es, a saving bank has been established, I suppose, 
seven or eight years. 

Are 
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Are vour deposits demandable on sight or on notice? — The acknowledgment we 
give is understood to be at ten days notice, but we always pay them on sight. 

Do the customers of the bank open cash accounts with the bank? — Yes, we keep 
cash accounts with all the merchants. 

What do you mean by a cash account? — A merchant sends in five hundred or 
a thousand pounds worth of bills, and desires them to be discounted and brought to 
his credit, and he draws upon us to the amount. 
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Are vou in the habit of giving a merchant, on depositing the security, a power 
of over-drawing to a certain extern ? — We are not. 



Are you acquainted with the system of Scotch banking at all?- -I cannot say 
that I am. 

Not sufficiently to state in what respects the system of banking at Belfast re- 
’ sembles that ? — No, I am not. 

Have you any particular mode of settling accounts with the other banks? — We 
exchange each others notes every second day ; what notes we hold belonging to the 
other banks we send to them on the morning of every other day, and take ours in 
. payment as far as they go, and where we have not a sufficient quantity we draw 

upon our agent in Dublin at sight, or, in case of the balance being in our favour, 
we get a bill on Dublin for that balance from them. 

, You mean the other Belfast banks? — Yes. 

f Your notes are payable in Dublin only? — Yes, in Dublin; our notes were so 

5 printed, and we have made no alteration. 

How does your note run ?— 1 promise to pay the bearer, on demand, so much at 
the house of Solomon Watson, esquire, in Sackville-street, Dublin, 
j Has there been any demand for gold during the late commercial distress? — No, 

^ none at all. 

You have mentioned that you take deposits as low as 2o/. ; how are those 
deposits paid in ; are they paid in to you in gold, or in small notes ? — In small notes, 

® either ours or any other notes, but there has been so little gold in circulation, scarcely 

ever in gold ; if a farmer had gold that he wanted to deposit, he would have no 
objection to lodge it, byt there is so little in circulation that we never see any coming 
s in in that way. 

g The general deposits are paid in your own paper ? — Either our own or any other. 

Is there any circulation of Bank of Ireland notes in Belfast? — There always has 
been, but there is more now than formerly ; I could not exactly tell, but I should think 
^ there is a very considerable circulation now ; they have established an agent there. 

Is there any circulation of the private bankers of Dublin in Belfast ? — Not much 
now ; but Shaw’s and Ball’s Bank did circulate a good number in the country two 
or three years ago. 

^ Is the circulation of the Bank of Ireland notes in your neighbourhood chiefly 

under or above — They are chiefly under 5/.; there are a good number of 

- larger notes also for the payment of duties, for no other notes are taken in the 

1 Custom-House but those. 

^ Do many of the principal landholders in the neighbourhood of Belfast continue 

the practice of receiving their rents in gold only ? — Not one, I think. 

Were you at Belfast at the time there was a meeting held to take into considera- 
•* tion the expediency of petitioning Parliament? — I was. I did not attend the meeting : 

it was called by the merchants in Belfast, for the purpose of obtaining the opinion 
, of the town on the question, and there seemed to be a considerable difference of 

opinion, and they seemed to think it would be desirable to dissolve the meeting 

sine die. 

There was no petition agreed upon ? — ^There was not. 

[The Witness was directed to withdraw. 

Ordered, That this Committee be adjourned to Monday next, 
; twelve o’clock. 

D 2 
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Die Linue, 10 * Aprilix 1826 . 

The LORD PRESIDENT ia the Chair. 



JOHN HOLMES HOUSTON, Esquire, is again called in ; and further Examined 
as follows : 

pt.L— Ireland. HAVE you bpought with you one of the notes of your bank ?— -These [producing 

ihem\ are impressions of all the notes we have been issuing for some years ; those 

J. H. Houston, marked British are the new notes since the assimilation of the currency ; they are 

for thirty shillings, twenty-five shillings, one guinea, and one pound, and two 

10 April 1826 guineas ; they are all made payable at our agent's house in Dublin, trom ten to 
two o’clock. 

Is he a banker in Dublin, or only your agent ? — Only our agent. 

Are there any corrections you wish to make in your former evidence? — Two or 
tliree matters have occurred to me since I was examined. With regard to the 
first establishment of the banks in the province of Ulster, it was in the year 1784. 
The first bank was established in Belfast, by four gentlemen of property, two of 
whom are my relations ; they deposited a capital, in all, of 40,000/. ; issued small 
notes, payable in gold, at the place of issue alone ; they had not any agents ; were 
not liable to any duty for stamps, and managed the business themselves at very 
little expense ; but although always in good credit, their circulation of notes never 
exceeded 30,000/., seldom so much. They charged six per cent on Belfast bills, 
and on all others a commission in addition thereto, which made it equal to eight 
per cent per annum. They continued in business until 1 798 ; managed their busi- 
ness with much prudence ; yet, on the whole period, they did not make above legal 
interest for the capital employed. I believe the first bank afterwards established 
in Belfast, or in the province of Ulster, was the Belfast Bank, in the year 1808. 
About a year afterwards the Northern and Commercial Banks were opened; the 
notes were payable in Dublin only, at the house of the agent for the bank. We 
first charged six per cent on all bills, without any commission, subsequently reduced 
it to five, and about two years ago to four per cent discount; and latterly it has 
again been raised to five per cent : interest on lodgments three per cent. It will 
appear that the average circulation for the period of fifteen years, from 1811 to 
1 825, inclusive, has been 322,000 /. ; the expense of carrying on the establishment 
has been (including stamp duty, house rent, agencies, paper and printing, clerks 
and managers salaries) 1 0,000 /. per annum ; by this it will appear, and the fact is, 
that it requires at least a circulation of 200,000/. to defray the expenses; there- 
fore, unless a bank, managed as this has been, circulates 200,000/., it would be 
a losing concern ; all above that is the profit. Suppose a line drawn across Ireland, 
from Dublin to Sligo, and the chief seat of the linen and cotton manufacture will 
be found on the north of said line, as well as the great proportion of the commerce 
and industry of the country, in all this district there never have been above five 
banks existing at one time, none of which ever failed except the Newry Bank, in 
which there was only one person of property (a sleeping partner). The only banks 
•existing for many years past, to the northward of Dublin, were the three in Belfast, 
which always remained firm, and maintained their credit with the public; to those, 
within a few months past, have been added a branch of the Bank of Ireland, and 
one of the Provincial Bank. Before the establishment of the late branches there 
w-ere a considerable number of Messrs. Shaw and Company and Messrs. Ball and 
Company’s notes in circulation, in addition to those of the 6ank of Ireland ; there- 
fore, forming an opinion from the extent of our own circulation, I should suppose it 
would require at least one million and a half of gold as a circulating medium, for the 
province of Ulster alone, were the small notes withdrawn. 

Have you any account of the exports of Irish produce and manufacture from the 
port.of Belfast in the yeariSio?— I have; it is taken from the Custom-House 
books, as published at the time in tlie Commercial Shipping List. 

Linen 
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Linen ' 

Butter - ■ ■ 

Soap - ■ “ 

Tongues - ■ " 

Oatmeal - - - 

Hides - - ■ 

Linen Yam - ■ - 
Oats . - - 

Bacon . . - 

Cotton Yarn 
Wheat - 

Whiskey - 

Pork - - - 

Candles _ - - 

Beef - - - - 

Calf Skins 

Potatoes - - - 

Cotton, manufactured 
Tan Leather 
Muslin - _ - 

Feathers - - - 

Rags 

Calico - 



5,152,831 yarAs - 

51.547 

3,239 boxes 
1,884 kegs 
1 30 tons 

8,137 - - 

800 cwt, 

3,822 cwt. 
68,561 cwt. 

1 7,972 lbs. 

821 tons 
808 puncheons 
17,093 barrels • 
961 boxes 
8,280 barrels - 
1,857 Aozen - 
494 tons 
22,601 yds. 

44,0 1 1 lbs. 
60,500 yds. 

297 cwt. 

155 tons 
410,182 yds. 



Total Value of Exports in 1810 
Ditto - - in 1809 

Increase in 1810 



Value. 

£.2,272,924 13 - 
180,414 10 - 
6,478 - - 

3.297 - 

2,340 - - 
16,274 - - 
12,000 - - 
1,911 - - 
206,578 5 ' 
4.942 - 

16,420 - - 
6,480 - - 
81,191 - - 

3.844 - - 
37,260 - - 
5.553 - - 
1,482 - - 
1,695 1 6 
4401 2 - 
- . 6,050 - - 

2,073 14 - 
4,650 - - 
25,686 7 6 

£•2,904,520 19 - 
2,367,271 3 5 

£•537.249 »5 9 
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On application at the Belfast Custom-House for a continuation of the foregoing 
up to 1825, I was informed that the books from which such could have been 
• obtained were all sent to Dublin last year ; but a comparison of the foregoing, with 

a similar account taken in the subsequent years, would be satisfactory. 

I You have stated that, in the year 1784, 40,000/. of capital was deposited on the 

establishment of a bank ; where was that deposited ? — In the bank ; each party 
; deposited 10,000/. in gold. 

: You have mentioned a number of banks existing in the north of Ireland, were 

I there not a great number of other banks that issued small paper within that line at 

> one period m Ireland ? —There were the three Belfast banks, the Newry Bank, and 

I the Lurgan Bank, and the two Dublin banks before mentioned. 

! Were there not banks that issued small notes value 5 silver notes?— That is 

a very long time ago not in the north of Ireland, I believe ; in Dublin and in the 
south such were issued, rather by shopkeepers I think. 

That lasted but a very short time ? — A very short time. 

' You have said the issue of your bank last year exceeded 300,000 /. ? — It did. 

1 Do you know whether that issue has been increased or diminished ?• — Diminished 

5 very much since the question came before Parliament. 

To what extent do you suppose? — I should suppose it is not above i8o,0oo/. 
j or 190,000/. at this moment. 

, To what cause do you attribute that diminution? — There are many causes : the 

, principal cause is the state of the mercantile world and the number of failures which 

\ have occurred, and of course the difficulty of procuring good paper for bankers to 

; invest their capital in ; and I dare say the discussion before the House has created 

1 some alteration. 

' - Do you conceive a great diminution has arisen from that? — It has greatly 

contracted the issue of bank paper. 

Have you, since the diminution to which you have alluded, refused to discount 
paper which you would have discounted previous to that discussion ? — We have. 

j Do you mean on account of that discussion? — No, rather on account of the 

difficulty of procuring money. 

p 3 Have 
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pt. I.— Ireland. Have you reason to know, or do yon suppose, the issue of tlie other banks is 

equally affected? — Yes, I should suppose all in the same degree; but I think the 

J. n. Houston, Northern Banking Company, the Joint Stock Company, have considerable more in 
! circulation now than we have. 

10 April i8a6. You are satisfied the diminution has been general ? — I believe it has. 

In regulating that diminution is there any particular description of bills which 
you have refused to discount more tlian others ; or does that diminution bear 
generally on all description of bills? — Generally; and if we had the means of 
discounting largely we could not have selected bills we would have wished to have 
discounted, there have been so many bills returned from England. The Irish 
merchants in general are not prepared to take up their bills when they come back j 
they have not a very large capital ; and drawing for their beef, pork, or butter on 
England, if their correspondent fails here they are not prepared to take up the 
bills immediately ; the consequence is, we have a very large sum of protested bills 
lying in our hands just now, which has disabled us from doing the same quantity of 
business we would have done. 

Is there any great diminution in the circulation of notes ? — 'There is, and bills 
also. 

Are a great many small bills circulated at Belfast for the ordinary purposes of 
business? — None at all, except bank paper, and they are handed about from one 
person to another; but if a man sells 300 /. or 400 or 500/. worth of goods to 
another, he draws upon him for the amount, and the person who receives it 
carries it to the bank for discount when he has occasion for money. 

Small bills are not made use of in the payment of wages ? — No, not at all. 

In the course of your attention to your business as a banker have you ever known, 
in any distant part of Ireland, a per centage given to exchange a large Irish bank 
note for smaller notes of the Bank of Ireland, for twenty shillings or guinea notes? 
— That does not exactly come within my own knowledge, but I dare say it might 
be the case, for smaller notes are the most useful ; I know that notes not being 
payable in Dublin, when they get forty or fifty miles from the place of issue, are 
sometimes disposed of at a discount. The country people will go into a shop, and 
give ^d. or ^d. or ‘id. to exchange it for a note of the same amount payable in 
Dublin. 

When the notes are payable in Dublin only, and not in the place of their issue, 
do you find that to be the case ? — No, for they answer the purpose of remittance ; 
they are sent up by the shopkeeper to his correspondent ; our notes circulate over 
a greater extent of country than the notes of the other banks in Belfast, which are 
payaUe in Belfast only. 

[The witness was directed to withdraw. 




THOMAS SPRING RICE, Esquire, a Member of the House of Commons, 
attending, is called in ; and Examined as follows ; 

YOU are connected with the Provincial Batik in Ireland ? — I am. 

In what capacity ? — I was one of the original directors of that establishment, 
and have been since concerned in its management both in London and in Ireland. 

When did that establishment first commence its operations? — It at present 
consists of seven branches ; the first of which was opened at Cork upon the 1st of 
September 1825, the second at Limerick on the 1st of November, at Clonmel on 
the 15th, at Derry on the 12th of December, at Belfast on the ist of March 1 826, 
at Wexford about the same period, at Sligo on the 20th of February in the present 
year. Three other branches at Waterford, Galway and Kilkenny are in prepai'a- 
tion for business, but are not yet opened. 

Are there any other banks in the towns where the Provincial are, except 
branches of the Bank of Ireland ? — ^At the period at which our branch was esta- 
blished in the city of Cork, there were two existing private banks, both those 
have now ceased to exist ; in the city of Limerick there was one bank of a private 
nature, which has, in point of fact, merged in ours, the former proprietors of the 

private 



Printed image digitised by the University of Southampton Library Digitisation Unit 




on /Ac CIRCULATION OR PROMISSORY NOTES, &c. 



r 



t 

i 



t 

f 



t 



t 






3 ^ 



Drivate bank having found it more for their interest to become local directors and 
nroprietors of the Provincial Bank ; at Belfast there are existing banks besides the ■ 
branch banks of the Bank of Ireland ; at Sligo, Galway and Kilkenny, I believe 
there are no banks at all. 

In short in none of the large towns are there any banks at all now except the 
U'anclies of the Bank of Ireland and the Provincial Bank, except at Belfast? — 
No, there are not. 

How long have the branch banks of the Bank of Ireland been established at 
Limerick, at Cork, and those other places? — There is no branch bank established 
at Limerick, in that city the only existing bank is the Provincial Bank ; with 
regard to the establishment of the branch bank in the city of Cork, I believe that 
it took place prior to the establishment of the branch of the Provincial Bank, but 
not very long prior. 

Can you inform the Committee generally what is the proportion, in point of 
circulation, between that of the branch bank of the Bank of Ireland, in the counties 
of Cork and Limerick, and of the Provincial Bank ? — 1 can give your Lordships 
every information with regard to the amount of the circulation of the bank to 
which I myself belong, but the information which I can give with regard to the 
circulation of the branches of the Bank of Ireland is not so clear and satisfactory 
as I could wish, because I have only the official return of the amount of notes 
which they have issued, and not the amount in circulation. Much of the paper 
issued has been undoubtedly returned upon their hands, and much of it has been 
cancelled in consequence of the alteration of the currency : those causes have not 
existed with regard to the Provincial Bank, our issue of paper having been from the 
first in British currency. From having access to the whole of the accounts of that 
bank, I am perfectly prepared to put your Lordships into possession of the exact 
amount of paper which we have in circulation in every one of the places where we 
have established banks; the total amount of issues which appear to have taken 
place from the Bank of Ireland at their agencies or branches amount to 567,000/. 
•of Irish currency, and 611,000/. of British currency: your Lordships will perceive 
that a considerable portion of the latter must necessarily have been in substitution 
for the former currency withdrawn. 

Within what period ? — Within the period since the establishment of these agen- 
cies, or about the six months preceding the 7th of March 1826. The number of 
agencies established by the Bank of Ireland are seven ; being at Cork, Waterford, 
Clonmel, Newry, Derry, Belfast and Westport. 

Did the demand for coin which took place at Cork in consequence of events 
which have lately occurred, extend itself to other cities in which the Provincial 
Bank has establishments ? — It did in a minor degree in all the establishments that 
we have : there has been a certain demand for gold ; and that, though a reducing 
demand, is a continuing one : at the present moment, we have been considerable 
remitters of gold to Ireland, and we possess at the present moment a much greater 
proportion of gold, as compared with our paper, than is, 1 believe, the general 
habit of banks, or than has been considered necessary by theoretical writers on the 
subject. 



Pt. 



T. 5 Rke. 
Esq. 

10 April 1826. 



Have you observed generally, independently of the particular circumstances to 
which you have been alluding, any direct preference for paper over gold, or gold 
over paper of the same denomination, among the different classes in Ireland > — 
To answer that question, one must draw a distinction between two states of the 
public mind : in any state of alarm or disquietude with regard to a paper currency, 
■of course there would be a pressure upon the banks for gold ; but I would say tUut 
when matters are in a natural state, the preference would, more peculiarly in Ire- 
land, be given to paper rather than to gold. I have received letters from different 
parts of Ireland, especially one from the north, from a person who has been con- 
nected with the linen trade there, in which he states this fact, and states the ground 
•of It as applicable to the great linen trade of the north, in a very clear and satis- 
factory manner ; the reasoning is, that from the necessity of passing from market 
to market a circulation in paper is much more convenient than a metallic currency. 

In those successive periods of alarm to which you have alluded as constituting 
■a particular state of the public mind with respect to currency, had not the demand 
D 4 for 
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for gold previously to this moment occurred under circumstances, in which tlie 
greater part of the notes in circulation were issued by private banks more liable to 
question than any of the banks which now exist in Ireland ? — The former cases of 
alarm were consecutive upon a peculiarly disorganized state of currency; I allude 
to the state of the currency up to and subsequent to the year 1804, and the subse- 
quent failures in Munster were coincident with the resumption of cash payments, 
acting upon a system of private banking only ; under which system, speculation, 
both mercantile and banking, have certainly been carried to a very extraordinary 
excess ; it was under these circumstances that the alarm took place upon former 
occasions. 



Did that alarm show itself by a peculiar demand for gold ? — The first alarm 
could not show itself in that way, as it was at a period during the restriction ; 
I believe most of the private bank notes and bills, about the period of the second 
alarm, were special obligations not to pay in gold, but to pay in Bank of Irelantl 
paper, so that the alarm then created from a doubt of the stability of the banks, did 
not show itself by a demand for gold, but for Bank of Ireland paper. 

M'hen the branch of the Provincial Bank was first established at Cork, there 
were two private banks at Cork which have since ceased to exist ? — Yes. 

To what do you attribute their cessation? — One of those banks has ceased to 
exist in consequence of the death of the person carrying it on, the other has been 
a failure. 

Neither were attributable to the establishment of the Provincial Bank ? — No, 
I believe not. The extinction of the bank in Limerick has been a consequence 
of the establishment of the Provincial Bank ; that bank has merged in our branch. 

For which description of note, exceeding 1 1 . and below 5 1 . do you think there is the 
greatest demand in Ireland ? — For 30 s. and 3 1 . : the note that will be most required 
for the purposes of traffic, is a note that will pay about the average value of pro- 
duce brought by the countrymen into the market; now a five-pound note will 
rather more than measure that, but a thirty-shilling note or a three-pound note 
would answer the purpose, by paying for a load of oats, or something less than 
a hundred of butter; and were the circulation of these notes to be continued, the 
individual would receive payment in paper, and there would bo less alteration 
in the usual mode of dealing than if the only paper currency was a five-pound note. 

Is it your opinion that if all notes under 5/. w'ere abolished, a considerable 
inconvenience would arise in the ordinary traffic in Ireland ? — I conceive that it 
would. 

Are you of opihion that if a lower minimum were established, perhaps 3/., the 
inconvenience would be much less considerably felt? — Undoubtedly; I conceive 
that the first effect of the extinction of all notes below $ 1 . would be a much more 
considerable diminution of the general mass of the circulating medium in Ireland 
than in England. The proportion which our smaller notes in Ireland bear to the 
whole currency of the country, being infinitely greater, as your Lordships will observe 
from the documents to which I have already referred, than the proportion existing 
between the smaller and the greater notes in England, therefore the necessity of 
substituting coin for small notes would involve in itself the necessity of providing a 
greater proportionate quantity of coin in Ireland than would be the case in 
England ; this, too, would be peculiarly felt in the more remote and agricultural 
parts ol the country. Your Lordships will perceive, from the comparison between 
the issues of the Bank of Ireland at its branches, compared with its general issues, 
that in proportion as you recede from the Metropolis, and from the centre of trade, 
the smaller is the denomination of notes required by the public. 1 should feel that 
the difficulty of diffusing a specie circulation through the very remote parts of the 
country would be much greater than into the commercial and improved parts of 
Ireland, the northern and eastern districts; and yet, if the argument I have sug- 
gested be correct, it is in those parts where the smaller circulation would be more 
I>eculiarly required. The amount of specie in circulation prior to the bank 
restriction in Ireland, in 1797, has been estimated, and I believe correctly, at 
five millions. 

On what ground was that estimate made? — I would refer your Lordships parti- 

culiirly 
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cularly to the evidence of Mr. Colville, a director of the Bank of Ireland, before 
the Committee of the Commons, in 1804, where he stated that the currency in 
Ireland was between three and four millions, excluding Ulster ; and vrere he to give 
an opinion upon the whole, he says that he would state it at about five millions : 
and I find that, from official returns, the specie remitted to Ireland, on account of 
loans raised in England, amounted to the following sums: — in the year 1795, 
858,250/.; in the year 1797, to 150,000/.; in the year 1798, to one sum of 
322,000/., and another sum of 54,000/.; and in the year 1799, to 127,000/.; 
during which period, or rather from the year 1 794 to the year 1 798, there was also 
imported and lodged with the bank, in gold specie, 2,797,705/. : this would alto- 
gether amount to between four and five millions; and as the course of the 
exchanges during that time was such as would have made it unlikely that specie could 
have been exported to advantage, and as there was, prior to those remittances, 
a necessary basis of specie already in circulation, I think that those official documents 
will convince your Lordships that Mr. Colville’s supposition, if it was not below the 
truth, was not an exaggeration of it. 



T. S. Rice, 
Riq, 



10 April 1826. 



Do you know what the state of the paper circulation of Ireland at that period 
was? — The circulation of the Bank of Ireland amounted to about 700,000 /. 



Of what species of notes ? — There were no notes issued by the Bank of Ireland, 
at that period, under 10/. 

"What notes were there of private banks in Ireland? — I believe there were no 
small notes, because by a subsequent Act, passed after the restriction, a monopoly 
of the small note circulation was given to the Bank of Ireland ; it was about the 
year 1799 that took place ; it was the alteration of the law, and the great extension 
of the practice over and above the law, which led to the extension of the banking 
system in the year 1804, when we had two hundred and twenty-five banks of one 
kind or another existing at one time in Ireland. 

Those banks issuing small notes ? — There were forty-two banks issuing larger 
notes — by larger notes'I'mean notes of a pound — and all the others issued a deno- 
mination of silver notes of the worst description and character. If Mr. Colville was 
right in considering that the gold then in circulation was five millions, a much larger 
sum would appear to me to be now necessary, when we consider the extraordinary 
increase of the commerce and trade of the country : I find, for instance, that the 
number of neat cattle exported from Ireland, on an average of the seven years 
ending March 1 796, amounted but to 1 7,258 ; on an average of seven years ending 
the 5th of January 1803, to 25,494; and on the average of seven years ending 
January 1811, it stood at 24,100, whilst at present it amounts to 63,524. I find 
that the butter exported, on an average of the first seven years, amounted to 
299,000 hundred weight; on the average of seven years ending 1811, to 344,000 
hundred weight; and on the average of the last three years to which I have been 
referring, to 1823, to 433,000 hundred weight. I find also, on a comparison of the 
exports of pork for the seven years ending in 1796, that it amounted to 114,000 
barrels; on an average, of the seven years ending the 5th of January 1811, it 
amounted to 413,000 barrels; I have no return subsequent to that. The exports 
of grain have increased even in a greater proportion: in the year 1807, the total 
export of grain amounted to 407,346 quarters, whilst in the year ending the 1st of 
January 1826, the total of grain amounts to 1,965,198 quarters; and this, I believe, 
with a vastly increasing consumption in the country itself. 

Do you not conceive that the increased facility and regularity of communication 
in the country since the year 1804, might enable the same amount of circulation 
that existed at that time to discharge with convenience a very increased amount of 
business ?— Undoubtedly, if my answer is to be applied to a circulation of paper ; 
but a circulation of paper of a given amount will, I conceive, transact more busi- 
ness than a circulation of gold to the same amount ; and consequently, not only 
may it be right to take into account the augmentation of the trade to which my last 
answer has referred, if we are reasoning on the substitution of gold, but we have also 
to consider that the substitution of the same quantity of gold which is now repre- 
sented by the small notes, will not, in point of fact, transact the same number of 
exchanges in any given time. 

Have you formed in your own mind any kind of ratio between the amount of 
gold that would be necessary to do the business of a country circumstanced as 

245* E Ireland 
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Ireland is, and the quantity of paper that may be engaged in the same business? 

I should conceive the proportion would be larger in Ireland than in almost any 
other part of the country, subject as the mass of the people are now and then to 
momentary alarms and disquiets in their minds ; there is a tendency to hoard the 
gold, which does not exist with regard to paper; consequently the ratio which 
might exist in England as between gold and paper, for the due transaction of any 
given Quantity of commercial business, would not, in fact, be the correct ratio 
which would apply to a country circumstanced as Ireland is ; a greater quantity of 
gold would on these principles appear to be requisite. 



Having reference to the protection of the public from the failure of private banks 
on the one hand, and the general advantages you have stated to arise from the 
circulation of notes below 5 1. on the other ; — what system would you recommend 
as the most advantageous to the country, a metallic or a paper currency? — The 
danger contemplated by the question would appear to be of a two-fold nature ; the one 
arising from the insecurity of banks generally, arising from their constitution being 
vicious ; the second, the danger of an excess of issue on the part of banks established 
on sound principles. The first danger I hope is guarded against by the alteration 
which took place last year in the law ; although unquestionably it would l»ave been 
more effectually averted had the opening of the monoply created by the bank charter 
been more complete, or had the bank charter expired. The insecure banks were 
banks consisting of a lesser number of partners than six. These banks, I do not 
think it possible, could have ever existed in Ireland, if it had not been for the state 
of the law, which precluded better banks from being established there ; and so far as 
the alteration of the law has allowed of the establishment of more stable banks, 
1 am convinced that they will acquire such superiority of credit in the public esti- 
mation, that it will be utterly impossible for private banks to exist in competition 
•with them. Such has been the result of the formation of branches in different parts 
of Ireland : in Limerick the local bank has ceased to exist, and has merged into 
the Provincial Bank ; in Waterford, a banker, who had formerly carried on business 
there, has in like manner united with the Bank of Ireland, becoming the acting 
director of the branch bank ; and I do not think it possible, in any part of Ireland, 
at the present moment, that a private bank could be founded, that would for a mo- 
ment possess the confidence of the public ; therefore the first difficulty appears to 
be met by the alteration of the law which has already taken place. With regard 
to the second difficulty, namely, the danger of an excessive issue of paper, even on 
the part of banks founded on better principles, I conceive that, without any refer- 
ence whatsoever to the denomination of the paper issued, the exchanges between 
the two countries afford a complete security against an undue emission of paper in 
Ireland, that would depreciate the circulating medium of that country, as compared 
with the circulating medium of this. 



Have the goodness to state in what manner the state of exchange between the 
two countries would produce the effect you state ? — Referring to the experience 
which we have had upon this subject in Ireland, we have uniformly found that 
whenever an excess of issue has taken place in Ireland, that, as a necessary conse- 
quence from that, there has been a state of exchange against us. When this took 
place, in consequence of the extravagant banking system of the year 1 804, the state 
of Ireland afforded no corrective; because at that period there was no common 
basis for the circulation of the two countries; but since the resumption of cash pay- 
ments no excess of issue appears to me by possibility liable to take place in Ire- 
land, without at once being visited upon the bankers themselves, in the shape of 
a demand for specie in place of the demand for bills ; if the paper was depre- 
ciated in Ireland, as compared with the English circulation, the exchange would 
necessarily rise as against Ireland. Now the expense of transmitting specie, which 
was estimated before the Committee of 1804 at one per cent, we have found 
practically to be considerably below that ; we have transported it for 8 per cent, 
not having to pay commission to any third person ; and it is evident to your Lord- 
ships, that merchants would not continue to take bills at two or three per cent 
advance upon them, when they could demand payment in specie, and transmit that 
at a rate not exceeding one half per cent ; therefore I should conceive the state of 
the exchanges would protect the public against any disorganization of the circulation 
in Ireland that destroyed the equilibrium subsisting between that and the circulation 
of this country. 

Do 
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Do you conceive that an alteration in the rate of exchange between Ireland and 
England w ould operate more rapidly as a corrective of a supposed excess in currency 
in Ireland, than the state of the foreign exchanges between Gi-eat Britain and the 
Continent is found to operate as a corrective of the supposed excess of British . 
currency ? — I should conceive it would act with more certainty and with more expe« 
dition in Ireland : in the first place, the exchange of Ireland is but one, and may- 
be viewed simply in itself ; the exchanges between England and the world, in the 
immensity of her commercial transactions, must necessarily relate to a vast variety 
of countries, and the natural operation of the exchanges between England and one 
part of the Continent may be neutralized or affected in some degree by events 
bearing on the exchanges with another country; whereas in Ireland all our trans- 
actions centre in England, we have very little foreign trade, but the foreign trade 
we carry on is, I believe, as far as relates to exchange, exclusively through England ; 
all our payments are made through this country, and the exchange with London is the 
exchange w'hicb regulates us; therefore my proposition being simply that the doc- 
trine of exchanges will keep up the equipoise between the circulation of England 
and of Ireland, the doctrine of exchanges will apply directly where there is no 
second exchange, or there is no other force which may be opposed to the first, and 
which may counteract its effect. I would wish to distinguish the two principles of 
exchange, the one which is connected with the question of the balance of payments 
and consequent demand for bills, and which may have nothing whatsoever to say to 
the currency, the other, the alteration in the exchange that refers simply to the 
state of currency in the two countries between which the exchange takes place; 
and my observations apply of course only to the monetary exchange, if I may so 
term it. 



Ft. I.— Ireltnd. 



10 April l8a6. 



Do you conceive that while the circulation of one-pound notes is permitted, there 
would in point of fact be any circulation of sovereigns in Ireland ? — There will not 
be, I conceive, any very considerable circulation of sovereigns in Ireland, for if there 
was a state of things which produced a great alarm in the country, sovereigns might 
be withdrawn from the banks, but they would rather I conceive be withdrawn for 
the purpose of hoarding, than for the purpose of circulation ; whilst in a state in 
which there was no alarm, I really believe that the general preference from the 
convenience of a circulating medium of paper would be so very strongly felt, that 
the paper would rather supersede the gold ; but unless there was such an issue of 
paper as produced an unfavourable state of the exchanges, I do not think there 
would be any very considerable remittance of sovereigns from Ireland to England ; 
there is none from Ireland to any other country. 

Do you conceive it would be possible for hoarding to be carried to auy extent for 
any length of time, more particularly in a country comparatively so much poorer 
than England as Ireland is ? — Perhaps not to any very great extent ; at the same time 
it is observable that the specie that has been introduced by individuals in the different 
parts of the country has disappeared from circulation. One merchant in the city 
of Kilkenny, I was informed, introduced specie to a considerable extent in conse- 
quence of his transactions with England, and tiiat specie has disappeared from cir- 
culation without any state of exchanges which would indicate its being transmitted to 
England; in like manner the demand on the Provincial Bank for specie has not, 
T believe, led to any great extent of a specie circulation in the country ; it seems to 
have disappeared. 



Do you consider the continuance of the right of issuing small notes as essential 
to the profitable continuance of the branches of the Provincial Bank in Ireland r — 
I fear extremely that if any thing were to occur which materially diminished the 
profits of that establishment, or of similar establishments, it would have the effect of 
depriving us of one of the chief benefits of the establishment, namely, the support 
and control of British capitalists, and conducting the bank by British merchants, 
and upon British commercial principles. I conceive that a rate of profit rather 
higher than the average rate of profits is essential to induce persons so circumstanced 
to engage in such a business, more particularly when it is considered that there is no 
limitation of responsibility by the grant of charters. I very much apprehend that if 
there was any consideralile reduction in the anticipated rate of profits, individuals 
Circumstanced like those to whom -I have alluded would cease to have any connexion 
with the establishment. I also fear that a limitation of the rate of profit would 
prevent our establishing in Ireland the principal of cash credits, which is an experi- 
E 2 ment, 
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Pt. I.— Ireland. meiit, above all others, which I am anxious to see tried by the Provincial Bank in 

that country. 

T. S. Rice, 

Esq. You think the prohibition to issue notes below 5 1 . would prevent the carrying on 

-V at all those banking establishments which have recently grown up in Ireland ?— 

10 April 1826. I really conceive that it would check them so very much that (I can only speak from 
my own feelings and the principles on which 1 am disposed to act) I would cease to 
belonn; to the establishment of which I am now a member, if the continuation of an 
issue of one-pound notes, or of all notes under 5 1 . (for I wish to distinguish betw'een 
the two cases) w-ere to be altogether put an end to. 

Upon the supposition that there had been no issue of notes under 5 /. would the 
Provincial Bank have yielded any profit? — I do not conceive that the Provincial 
Bank would have afforded any profit that would have been worthy the attention of 
commercial men, had the circulation in notes below 5 1, been prohibited; and further, 
I do not conceive, so far as I can speak for others, that the individuals connected 
with the Provincial Bank would have ever associated at all for such a purpose, or 
have considered it one likely to be profitable under any circumstances, had the state 
of tlie law been such as is now contemplated. 



Has tliat opinion been formed upon any calculation made by the directors or 
officers of the bank ? — It is formed upon the principle, that I find that two thirds of 
the circulation which has been issued from our establishments in Ireland, the deno- 
mination of which is regulated simply by the convenience of the persons applying 
for accommodation, is in notes under 5/. ; now, if the effect of the prohibition of 
such notes be to reduce our note circulation to one third of its existing and of its 
probable future amount, it is quite clear it would not be worth the while of our esta- 
blishment to continue its business. 



Do you not conceive that the effect of such a restriction would be a greater issue 
in notes of 5 1 . and upwards? — I doubt that extremely, to any extent ; it might in 
some small degree of course ; but I believe that the proportion between the small 
note circulation and the notes above 5 L is now regulated solely with a view to the 
convenience of the parties, and without some sacrifice of that convenience, I think 
that with a metallic small currency, superadded to the currency of that paper above 
5 we have a right to assume that the convenience of the parties would require the 
same proportion between the gold and the large paper that now exists between 
the small and the large paper ; indeed I think it might be somewhat more upon the 
principle I have before alluded to, namely, that paper will effect its exchanges with 
more convenience and rapidity than gold, and that supplying the place of paper with 
gold will require more of gold than the paper removed out of circulation. 

Supposing that in Ireland the place of one-pound notes was supplied by sovereigns* 
would it not likew'ise require a banker to keep a stock of sovereigns, over and above 
that, to answer the demand for the exchange of his five-pound notes and notes 
exceeding $ 1 .} — Most assuredly, 

To what extent has the Provincial Bank already granted cash credits? — Our 
proceedings in Ireland have commenced only in the month of September, and con- 
sequently that part of the banking business, which was a complete novelty in 
Ireland, has been that portion of banking business which we have rather postponed 
than encouraged; we have only proceeded on the cash credit system at Cork, and 
1 do not think there that our proceedings upon that principle have gone much 
beyond 10,000/.; but as the whole of our establishment is, in point of fact, 
Scotch, every clerk and manager that we have brought over as the heads of our 
establishment having been all Scotchmen, we hope, as soon as we can feel our 
way with effect, to introduce the cash credit system into Ireland. 

It is an object of the Provincial Bank to introduce it generally ? — It is one of 
our objects, and it is also one of the benefits which the country is most anxious to 
receive at our hands. 

Would a destruction of the small paper currency interfere with your intention to 
establish that system ? — I should conceive it would be very nearly fatal to it ; for 
the cash credits which may be necessary, from the course of our trade in Ireland, 
are of very small amount indeed, and the price of the different articles brought in 
by small farmers and dealers is also extremely limited, being confined to articles of 
raw produce, chiefly, with the exception of the North and East; if there was not 
% a means 
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rtf makins those advances in the most available manner, and of allowing Pt. i— Ireland. 

Sienfto be carried out of the town where the hank is established to neighbouring 
towns and extending beyond the mere point in which our bank has founded the 'Esq. ’ 

cash credit system, the benefits would be limited. Now I believe the difficulties , 

of carrying that system on with a metallic currency would be very great indeed, ,826. 

A transmfssion of paper is easy ; and there are various circumstances in the 

state of Ireland which render paper preferable to a poor man rather than gold ; 

the power of tracing it to the person from whom he has received it, the power of 

disproving any alleged responsibility from the person to whom he has given it, the 

means of° distinguishing good paper from had paper, for the question of forgery 

has produced much less of evil in Ireland than it has done here, more pains having 

been practically taken in engraving our notes. All these are things which the poor 

feel sensibly ; I believe they would upon the whole, in ordinary times, prefer a 

good note to a sovereign. 

With a view to the profits of the Provincial Bank, would the withdrawing the 
small notes so interfere with those profits as to prevent the probability of their 
granting cash credits? — Such is my belief, that it would not only interfere with 
that branch of our business, but that it would in fact deprive the country of a 
rational hope of it. 

In point of fact, have not the Provincial Bank, since the plan has been broached* 
diven orders to suspend the giving cash credits? — I am not quite aware of that ; 
but I think it is very probable. 

In what degree do you think the evil which you apprehend from allowing no 
notes below 5 1. to be circulated, would be mitigated by allovring notes of 2 /. or 3 1. 
to be circulated, prohibiting only, at a certain distance of time, the circulation of 
notes of a lower description than 405.? — The inconvenience would be very con- 
siderably reduced ; the circulation of three-pound and two-pound notes would, 

I conceive, be sufficient to answer many of the ordinary purposes of the exchanges 
of produce in the great markets of the country, and would enable the countryman 
who brought in a cart-load of agricultural produce to take back payment in paper 
if he preferred it ; but the smaller payments in the small towns and villages, espe- 
cially the payments which are augmenting, and I hope will augment, in the 
country, by the division of labour that is taking place, and the alteration of the 
small farmer who produces for himself into the labourer who is paid his wages and 
earnings in money, those payments would be impeded by the difference between 
a small paper circulation and a small circulation in gold. 

How far does your answer apply itself to the linen trade in Ireland ? — I believe 
that the second part of my answer, namely, that part which suggests a possible 
inconvenience in receiving small sums, would apply very generally to those who 
trade in yarns, and in the coarser linens, that is what we find in the South. 

Would not the necessary effect of that limitation be to introduce more sovereigns 
into Ireland than are found there at present? — Certainly, they would be procured 
from England. 

Would not whatever addition would be therefore made to the present supply of 
sovereigns in Ireland, be, so far as it goes, a security against a run for gold? — It 
would be so, I conceive, unless there is an over-issue of paper, which in the former 
part of my examination I have stated I conceive to be very difficult indeed, if 
not impossible, in Ireland. There would not be, I anticipate, in ordinary times, 
any run for gold on solid joint stock banks, which the bank in its prudence and 
good sense would not be provided to meet. If they are not provided to meet such 
a portion of their engagements as they may reasonably anticipate being required 
from them in coin, they are not fit to carry on their business, either with regard to 
their own profits or the advantage of the public. 

Are there not runs upon gold arising not from any over-issue but from the unquiet 
state of the mind to which you have stated the people of Ireland are from peculiar 
circumstances remarkably liable ? — There might be unquestionably such demands 
for gold, but I think that still the banks would be prepared and ought to be pre- 
pared to meet them ; even although the whole circulation of one-pound notes were 
to be continued in its present state. I think their own interest would operate as 
a full and sufficient check against any undue diminution of their means of meeting 
those runs when they took place. 

E o W'ould 
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r. S. Rice, 




10 April 1S96. 



ould not the supply necessary to meet those runs be less in proportion to the 
quantity circulating in the country ? — Certainly ; the avidity for gold would be less 
and the means of meeting the demand might be greater. ’ 

Do you think, according to any given principles of banking, preparation should 
be made against the eftect of panic r — I think a bank founded on sound principles 
would prepare itself for the average state of the demand upon them, and that in 
reasoning accurately upon that average state they must take into account the 
extreme ot panic, as well as the extreme of calm; and the paper which I have 
taken the liberty of laying before the Committee shows, I think, that banks can be 
prepared to meet any demand upon them for gold that can be reasonably 
calculated on, 



Could any bank founded on any principles of profit be prepared to meet the 
extreme of panic? — Certainly not ; for the extreme of panic would consist in pos- 
sessing the means of paying all its engagements in gold on demand, a supposition 
consistently with which no bank could carry on its business with any profit. 

W hen you answer with respect to panic, you mean that the bank should be 
prepared to sustain a short panic, but not a continued panic ? — Certainly. 

Is there any scale by which you have regulated y'our issues according to the 
amount of the capital paid up? — Our issues are infinitely less than the amount of 
capital paid up. 

^\hat security has the public that the issue of your notes will not exceed the 
capital actually paid up ? — The only check they have, js the notoriety of the capital 
which we have paid, our calls being notorious, and the amount of money w hich has 
been paid in consequence of those calls being easily capable of being ascertained ; 
but, with regard to the amount of our circulation, the public must always place 
a certain degree of confidence in the individuals who are at the head of the esta- 
blishment. At the same time, for one, I must take the liberty of saying, that 
I should have no kind of objection, as a member of that establishment, and f know 
It IS the feeling of many persons connected with banking, that if every individual or 
public body who were allowed by law the high privilege of issuing money which is 
negotiable, were to be bound to make a return of their issues, that that would be a 
most important and corrective check, and no more than the public have a right to 
require at their hands. I am convinced no one of the issues of bad paper which has 
taken place in Ireland could have taken place or been sustained if there was such a 
return made on the part of the bankers. It would have cried down their own notes, 
and the mischiefs which have occurred could not have taken place. * 

Supposing the circulation of Ireland to be conducted by sovereigns instead of 
one-pound notes, would not there be a demand for an equal quantity of gold to make 
payments in the case of a run for five-pound notes and upwards, that it would require 
in the event of one-pound notes circulating alone r— I do not think that the demand 
would be so great, or the panic so much felt, because I think, in addition to the 
natural demand, if 1 may so express myself, the injudicious and immoderate demand 
IS very much greater amongst the holders of the small notes than amongst the 
holders of the larger denomination of notes; the very possession of a five-pound 
note implies, especially in Ireland, something of property, and may infer something 
ot education, and some reasoning power ; and those individuals will be less likely 
to produce a pressure on a bank possessing stability in property than the mere 
holders ot one-pound notes, who may not be able to argue so rationally. 

Then you are of opinion that there would arise a securitj' from sovereigns being 
substituted for one-pound notes, from this circumstance, that there would not be so 
ircquently panics take place ? — 1 believe that that w ould be the consequence ; or 
rather, i believe, that when the panic took place it would be much less urgent and 
much less alarming ; I myself do not anticipate any considerable panic taking place 
m a country where private banks of imperfect security do not exist. 1 think panic 
depends upon an alarm respecting the perfect ultimate solvency of the bank ; panic 
is distinguished, thei-efore, Irom a mere wish to exchange one article for another. As 
long as the public have a perfect security in the eventual solvency of the bank I do 
not conceive there is any very great likelihood of an extended panic taking place; 
but It IS a rush among the holders of notes to get first, and an effort on the part of 
some to receive aor. in the pound, when those who come last may receive only .5 J. 
that produces panic ; I do not think that will apply itself to joint stock banking. 

Were 
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Wm the manager or directors of your branches of the Provincial Bank under 
anv restrictions 0" limitations as to the amount of the cash credits they should 
Hnw5— These credits have taken place only in Cork, and I am chiefly conversant 
with tiie management of our branch in the city of Liinerick. I am not able exactly 
to answer the question, but can furnish the answer if it is desired. 



Were the Provincial branches limited in the extent of their transactions?— All 
transactions whatsoever, whether they be great Of small, must be reported to the 
board of directors in London; and all transactions above a certain amount require 
a litde more of consideration, and of approval on the part of the board of directors 
here before they can be carried into effect ; that is the limitation we have imposed 
upon our managers ; but our managers are assisted in every case by a board of local 
direction so that to the Scotch habits of business we have endeavoured to add the 
local knowledge which the leading merchants of the place supply, the assent of such 
manager being, however, a necessary ingredient to the adoption of every measure 



whatsoever. 



Pt. I.— Jlkiuid. 




10 April i8a6. 



Did you expect, that if the system of cash credits had been more extensively 
adopted in Ireland, that would necessarily have extended the circulation of your 
small notes ?— I conceive it would necessarily have done so, from the reasons I have 
taken the liberty of suggesting ; as I think the small note circulation is essential to 
the profit of the bank system, so I think that the credit system has a tendency to 
increase that circulation. 



Do you think the bank credit system could take place if there were no notes 
below 40^.?— I cannot myself refer to the operation of the bank credit system in 
Ireland, except from analogy. I have known cases similar to a bank credit, namely, 
the cases of the charitable loans, where by advances of 2 1 . and 3 /. and even lesser 
sums, to artizans, we have seen them improved in condition ; and I know one 
now, who upon such a commencement is worth several hundred pounds, and is 
an example to all the artizans of a similar class. I am quite sure, with reference to 
persons so circumstanced, there would not be the means of realizing their profits 
without a small note currency ; if the man to whom I have alluded, who was a linen 
weaver, had had occasion to take gold in his pocket, of which he might be robbed, 
I do not think the system could have been so beneficially carried into effect as under 
the paper system; paper of course convertible on demand into gold, and paper, as 
I conceive, well protected from its over-issue by the exchanges. 



You regulate vour issues with a view to the exchange with England r — Such 
I conceive the right principle, and even in times when the principle of banking was 
perhaps less understood, I find that the Bank of Ireland itself admitted the principle, 
and assumed to act upon it; I find Mr. Colville to state, in the year 1804, in 
reply to this question,— “ Do you mean to say that the bank was accustomed to 
lessen the amount of loans and discounts when they found their guineas going from 
them from an unfavourable state of exchange ?” He stated, “ I certainly do ; if the 
directors did not pay attention to such an important consideration tliey would be 
unfit to conduct their business.” He also says, “The Irish banks provided gold 
from England when the exchanges were favourable, and reduced their accommoda- 
tion when it became the interest of individuals, from an unfavourable exchange, to 
send specie into England.” Those are the principles on which any bank ought to 
have acted then, but must act now, whdn by the removal of the restriction an undue 
issue of paper would be at once visited upon them in a demand for gold. 



You have separate sets of notes dated from the places at which they were issued ? 
— Yes ; if we issued notes at one place, but payable at another, it would enable us to 
force a great deal more paper upon the market than the state of things would other- 
wise enable us to put out. 

\ our notes are legally payable only at the place where they are issued : Yes , 
but in practice they are paid at our banks whenever presented. 

Have you read Mr. D'Olier’s evidence before that Committee, to vvhich you 
have referred ? — I have. 

Have you observed any thing of the nature to which you have referred in his 
evidence — Ko, I have not. 

Do not you think there is a much greater security in having your notes payable 
only at certain places, than if they were payable at all the branches ?— Unquestion- 

E 4 ably, 
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ably, that would amount to what a lawyer would call a joint and several respons' 
bility; so that at any one branch there might be a demand on us for the whole 
amount of our circulation. 

When you spoke of panic, it was with reference to the former state of the banks 
in Ireland, and not to the state in which they are now established ? — It was ; for 
although the Provincial Bank was placed under very peculiar and trying circum- 
stances in the city of Cork, and exposed at its outset, before it had acquired strennh 
and confidence in the public mind, to the consequences of a suspension of payment 
of one house, and failure of another, and the competition of the branch bank of the 
Bank of Ireland, which did not pay its notes in gold at the place, whilst we were 
compelled to pay our notes in gold at the place, the run upon us was less of the 
nature of panic than it was of a continued demand ; it did not, I appiehend, partake 
of the nature of panic. 

In what are the wages of labourers, or the weekly w’ages to other persons, paid? 
— Hitherto the wages of labourers in Ireland have been very much paid by a certain 
proportion of land, or the rent of a house given to the labourer ; but a better system 
is now creeping in among us, of paying the labourer his wages in money ; and one 
of the great difficulties I feel in this supposed alteration of this currency is, that it 
will impede that progress of things, from which I anticipate the greatest advantages. 

In your opinion the notes of 40^. and upwards would not answer that course of 
weekly payments to the labourer or artizan, or those persons engaged in weekly 
labour, which the one-pound notes do ? — Certainly not, 

A considerable quantity of silver must be generally kept in the banks, to change 

the one-pound notes, on their being presented by the lower classes? There Is 

a considerable quantity of silver kept ; and in some of our branches it is an 
accumulating quantity of silver. 

At whose expense is that silver brought there? — A considerable proportion of it 
•was originally taken over by ourselves, in the same manner that we procured our 
gold specie ; but a considerable proportion of it was furnished by deposits from the 
people themselves. 

Would you have the same inducement to import silver if the notes up to 40 s. 
•were put down and a gold currency were substituted in their place ; would you feel 
yourself under any necessity of importing that ? — As far as the importation of silver 
was made in order to facilitate our own transactions and the transactions of the 
country, it may be viev^^ed as incumbering us with additional expense; but if the 
suppression of the pound notes diminished our profits, we should of course have 
a less motive to procure silver, unless there was a silver standard, and that we 
could pay our engagements in silver. 

The branch banks of the Provincial Bank pay their notes at the places where 
they are issued, whereas the Bank of Ireland pays its notes only in Dublin ?•— 
^ es ; that was not the case, I believe, until the 1 st of January last ; previous to that 
time they might have been called upon at any one of their branches to pay in cash 
the whole of their notes, a state of things perfectly unreasonable ; the course they 
have since adopted to avoid this inconvenience is very inconvenient to the public. 

In point of fact, have they refused to pay any of their notes at the places where 
they were issued ? — Yes, they have. 

The Bauk of Ireland have imposed, since the 1st of January, a limitation upon 
their liability which did not exist before, there being no liabilay to pay in cash at 
any of their branches ? — 'The note previously existing made them liable, I believe, 
any where where they had branches; they had no local notes, properly so called; 
but by the note now existing issued, the convertibility into cash can be carried into 
effect practically in Dublin only. 

Have you considered the point of law of their liability ?— Yes, we have had the 
opinions of legal men here ; if they promise generally to pay A. B. a given sum,, 
they are liable at any branch they establish ; but if their engagement runs as a spe- 
cial promise to pay at Dublin, that is an engagement only to pay at Dublin, and 
that is the sort of engagement of the Bank of Ireland at present. 

[The witness w’as directed to withdraw. 
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DANIEL CALLAGHAN, Esquire, is called inj and Examined as follows : 



DO you belong to any of the banks in Ireland? — I am a local Director of the 
Provincial Bank at Cork. 

Did you previously belong to any banking establishment at Cork ? —No. 

How long have you been established in Cork ? — I have been in trade in Cork for 
a great number of years; have been partner in a mercantile establishment there, 
and also in some branches of manufacture. 



Ft. I.— Irebad. 



D, Callaghan, 




10 April x8a6. 



Of what does the circulation in Cork at present consist ? — Chiefly of Bank of 
Ireland notes. 



Is there a larger proportion of Bank of Ireland notes than of notes of the 
Provincial Bank ? — Infinitely so. 



What do you suppose to be the proportion between notes under 5 /. and notes 
above 5 /. in circulation at Cork ? — I should think fully three fourths under 5 1. 

Are those notes of the Bank of Ireland generally ? — Far the largest proportion ; 
there are some of the Provincial Bank, but to a very small proportion indeed. 

Are there any private banks now existing in Cork ? — Not any in Cork ; within 
the last month there was an annihilation of two banks, one by the failure and the 
other by the death of the party. 

Is there any circulation of paper of the private bankers in Dublin in Cork ? — 
Not any. 

Previous to the extinguishment of those banks was there a large circulation of 
private bank paper in Cork ? — There was. 

Has there been much inconvenience sustained since the failure of those banks? — 
An inconvenience to the holders of the paper of those banks when it became no 
longer available to them, and that dilFused itself among the public generally ; but 
that has been greatly alleviated by the liberality of the Bank of Ireland, and by 
their being able to supply those persons who wanted money with notes to an 
indefinite extent. 



The Bank of Ireland circulation has been substituted for the small-note circu- 
lation, which was withdrawn? — Yes. 

And not gold ?— Not gold. 

If you had contemplated that all notes under 5 1. were to be taken out of circula- 
tion, would you have embarked in the Provincial Bank ? — That is a mere specula- 
tive question which I am hardly prepared to answer. I do not see why I should not, 
because, I suppose, if tlie Provincial Bank were to lose their profit on small notes, 
they would try to make it up by some other charge ; I do not see why all the banks 
should cease to be profitable ; they must make it up by another charge. 

By what other charge ? — By a commission upon their transactions. 

Could you continue to conduct business on the same terms as you do at present 
in the Provincial Bank, if notes under 5 1. were annihilated, with any hope of 
acquiring a profit ? — Certainly not, on the same terms. 

If notes under 2 /. were annihilated at a distant period, do you think the busi- 
ness could be conducted with a profit? — Judging from former experience, I should 
think yes. From my recollection of the description of notes that were in circulation 
a few years ago, not comparing it with those now in circulation, I should think it 
might be, without any great inconvenience. 

Were there more notes of a higher description circulated a few years ago than 
lately ? — ^Yes, I think there were. 

To what period do you refer? — I refer to the years toivards the close of the late 
war, when there was a good deal of prosperity in the country, and when payments 
were in larger sums than they have been latterly. I think then there were three 
and four guinea notes mostly in circulation. 

245- F Has 
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Has the one-pound note of the Bank of Ireland, and the one-pound note of the 
Provincial Bank of Ireland, always borne the same value in Ireland ? — I think thev 
have. The one has been preferred occasionally to the other. ^ 

Has not the one been occasionally at a discount? — I have heard so, but I am 
not aware of the fact, and I rather disbelieve it. 

Have you heard that the Bank of Ireland note has been at a discount ? — I have 
heard here, that after the failure of one private bank, and the death of the principal 
manager of the other (Mr. Pyke), on a late occasion, the people got fond of gold • 
and because the Provincial notes were payable in gold, and those of the banks of 
Ireland not payable in gold, in Cork, the people gave small premiums to get tlie 
notes of the Provincial Bank in a very few instances. 

Do you think that arose from the facility of obtaining gold in payment ? — It arose 
from the gold being obtainable by the one and not by the other ; it was for only 
two or three days, I am informed, that there was any.anxiety to have gold, and that 
such a discount could exist. 

Have you been informed of the amount of discount allowed in any instance for 
a Provincial Bank note? — I have heard of its being as high as 2d. or $</. on a pound 
note. In general the public with us do not look so much to the Provincial Bank 
as to the Bank of Ireland transactions. 

Do you see any general inconvenience in substituting a metallic currency in lieu 
of the pound note, in the ordinary transaction of business ? — I think that would be 
extremely inconvenient, and that the public would so feel it ; they afford a great 
facility in our payments for the produce of the country ; two thirds or three fourths 
of our payments are under 5/. 

Do you think the same degree of inconvenience would be felt if no description of 
notes were allowed to be issued under 40 ?— Not to the same extent. 

Do you think the amount of the inconvenience in that case would be consider- 
able ? — I do think it would be considerable j it might lead to a different estimation 
of notes, and by means of that a greater quantity of gold than we have now any idea 
of might be hoarded by the people ; now there is little or no facility of getting gold, 
therefore the people are out of the habit of hoarding it and keeping it up ; but if the 
circulation of gold were introduced into the country, I think the habits of the people 
might alter. I find that to be consistent with the notion of our traders. 

Are the one-pound notes best calculated for the payment of labourers and weekly 
expenditure in small sums ? — 1 think in general wages with us do not require any 
so large a representative as a pound, confining it to wages of labour. 

One-pound notes are convertible into silver, which is kept at your bank? — Yes; 
there is nothing circulates under 1 /. but silver and copper. 

Was thereany great inconvenience felt in Cork and its neighbourhood from the 
change of currency r — A good deal of confusion ; very few people understood its 
effect ; some persons blinking their property was lessened, others that it was 
increased. 

Was the copper sufficient in the first instance to meet the demand ? — No, it was 
not ; considerable inconvenience was felt by the lower order of persons, and great 
imposition upon them, from there not being a sufficient quantity of copper at hand. 

It is now sufficient? — It is increased, but it is complained of still. 

In the event of the one-pound notes being abolished by an Act of the Legislature, 
is there any one description of note, below the value of 5 which would be more 
useful than any other ? — I should think the lower the denomination of note, the 
more it would suit the wants of Ireland ; they would prefer a thirty shilling to 
a two pound. 

And they would prefer the twenty-five shillings to the thirty shillings, perhaps ? 
— Perhaps the people would not like so well the more minute division of' the 
pound. 

[The witness was directed to withdraw. 

Ordered, That this Committee be adjourned to Wednesday next, 
twelve o’clock. 
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Die Mercuriiy 12 ° Aprilis 1826 . 

The LORD PRESIDENT in the Chair. 

ORDER of Adjournment read. 

Sir JOHN NEWPORT, Bart, a Member of the House of Commons, 
attending, is called in ; and Examined as follows ; 

DO you conceive that about the year 1820, and at other periods, considerable 
difficulties have arisen in Ireland from an over-issue of paper r — I have no doubt of 
it ; and I would add, that the tendency at all times in Ireland, perhaps more than 
in most countries, is to an over-issue, and that it requires more strictly to be guarded 
against than it would in a country differently circumstanced. The situation of Ire- 
land at all times alternates between the extreme of confidence and the extreme of 
distrust. We proceed in a very inconsiderate way to avail ourselves of any facility 
of credit, and immediately as that credit is in any degree checked, we recur to a total 
want of confidence in every description of persons, in such a way as to produce the 
alternative of great apparent advance, and great distress upon the circumstance of 
those advances having been given. 

Are you then of opinion that a metallic circulation, by which is meant a gold 
circulation, in Ireland, would have the effect of considerably diminishing those 
inconveniences ? — I have no doubt of it ; I am also clearly of opinion, that unless 
it be considerably checked by a metallic circulation, the evils which have been felt 
by Ireland will recur again and again as often as paper circulation, to the extent to 
which it has been carried in Ireland, shall be extended to it. There is at all times 
a desire of availing themselves of a facility of credit, and embarking by that means 
in very wild and foolish speculations, in which the parties have scarcely a hope of 
succeeding wdth any advantage but the profit of it temporarily ; and they involve the 
banks which trust them in extreme distress, and often in ruin, hardlv knowing on 
what ground they were proceeding in the speculations they had formed. 

Should you see any objection to a law which prohibited, after due notice, the issue 
of any paper circulation under the denomination of 5?.? — Upon that head my 
opinion has undergone some variation of late. I was of opinion that it might be 
done without any material inconvenience, or at least that the benefits attending it 
would greatly outweigh the inconveniences which would be occasioned ; I am rather 
inclined to think, on further consideration, that the entire prohibition of notes under 
5I. would be placing it at too high a scale ; I should rather, if my opinion was of 
any avail, recommend the adoption of a lower scale, — to say that no notes under 3/. 
should be issued. My reason for that opinion is this, that a three-pound note will, 
generally speaking, pay for the small load of produce which the common farmer 
carries to market, either a cask of butter or two pigs ; and I think the circulation 
under 3/. ought to be metallic, and only metallic. 

Are you acquainted with the operation of the Act of last session, under which 
the Provincial Bank has been established in Ireland? — ^To a certain degree I am ; 
I believe great benefit has resulted from it ; I believe it is a most desirable thing, if 
possible, that the banking establishments should be formed with such a decid^ly 
ostensible and available capital as may insure the public against losses, such as have 
been sustained by establishments being formed with little or no capital, and in con- 
sequence of that embarking in a line of great credit, when no credit should have 
been given, purely for the object of forcing their notes into general circulation. 
There are varieties of instances can be adduced to your Lordships in which esta- 
blishments have carried that issue of notes to an extremely great extent, and on their 
failure it has appeared that they were not worth one fiftieth part of the notes they 
bad issued. 

You are principally personally acquainted with Waterford and its neighbourhood ? 

I am pretty much acquainted with the south of Ireland ; I know very little of the 
north. 

In the county of Waterford are the notes of the Provincial Bank in circulation? 

Ihere has been no branch of the Provincial Bank established at Waterford at 
F 2 present; 
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present; and as there are branch banks of the Bank of Ireland there, it is almost 
confined to Bank of Ireland circulation. 

In fixing the standard at 3^. you have reference principally to the trade of the 
south of Ireland? — Yes. 

You are not acquainted with the practice of the linen trade in the north of Ire- 
land ? — I am not. 1 was never in the north but once in my life, and that only for 
a very short time. 

Do you think it probable that, supposing the Provincial Bank and the branches 
of the Bank of Ireland continue upon their present footing, that they will continue 
to possess the greatest part of the banking trade in Ireland, and that private banks 
•will not be re-established ? — I have no doubt of it. The private banks in the south 
of Ireland are almost extinguished, and I do not think there is any probability of 
their reviving, under the circumstance of the joint stock companies being esta- 
blished. I should apprehend that the probability is, that if the Hibernian Joint 
Stock Company which is established in Dublin had the power of issuing notes, 
which they have not now, because, their establishment being in Dublin, they are 
precluded by law, that would have a very great circulation in the south of Ireland 
also. 

Of what nature is that establishment to which you have referred ? — It is a joint 
stock company, exactly the same as the Provincial Banking Company ; but the 
Provincial Bank, having its establishment in London, is within the law enabled to 
issue its notes in Ireland ; but the other, having their establishment in Dublin, 
interferes with the bank charter; and under the regulations which were entered 
into, no bank w'as to be established, with a power of issuing notes, at a smaller 
distance than forty miles from Dublin. 

What is their business ? — They at present carry on their business wholly in 
discounting; they cannot issue notes any where under the law. 

Under the circumstances of an increased security, derived from the present 
system of banking in Ireland, as contradistinguished from that which has hitherto 
prevailed by private bankers, do you suppose that paper or gold will be preferred 
by the great mass of the community for their ordinary transactions ? — With respect 
to the south of Ireland, gold, I think, will always have a decided preference. 
I look upon it that the case of Scotland and that of Ireland are as dissimilar as 
possible ; the general opinion of Scotland has the effect, as I conceive, of a bank 
restriction Act completely, because the person who calls for gold in payment is, 
in the eye of the community, considered as wanting to the interest of the country ; 
in Ireland, on the contrary, the great body of the peasantry of the country have, 
upon the slightest rumour, a desire to possess themselves of gold in preference to 
paper; and it requires, therefore, much more caution in dealing, with respect to 
paper, as to Ireland, than it does as to Scotland. The tendency of the body in 
the one country is to call for gold, the universal rule of the other is not to call 
for it. 

You mentioned that you thought that the joint stock companies would interfere 
so far with the private banks, as in a great degree to supersede them ; did you 
allude, in that answer, to the private banks in the city of Dublin as well as 
others? — No, I do not apprehend that With respect to Dublin, there are not 
above two banks that issue any notes ; they are calling in the notes that are issued, 
at all events under 5/. Findlay’s house is calling them in. The only houses that 
issue notes that have any circulation in the district of Ireland I know any thing of, 
are Ball’s and Shaw’s ; Latouche’s have withdraw n theirs, and I believe Findlay’s 
are withdrawing theirs. The fact is, so much inconvenience has been experienced 
by the private bankers themselves, and so much distress from the sudden calls upon 
them, that it has ceased to be an object with men who have any real or permanent 
property to rely on, to become issuers of paper in general circulation. 

You think the practice of private bankers will be reduced to discount and remit- 
tance ? — I think so. 

Are you of opinion any material inconvenience would arise, if the circulation of 
paper were limited to 2 1 . instead of 3 1 . ? — No, I do not think it would ; but I think 
it is most desirable, that the paper circulation should not be reduced so low as not 

to 
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to have a metallic circulation of a lower description than the lowest note. The 
fact is as it now stands, the smallest rumour in the world,— a person going to any 
ne of those banks for the purpose of having any note discounted, and who is 
refused, any common butcher or drover, who goes afterwards to a fair to purchase 
attle has it in his power to occasion a run upon that bank by a single word ; and 
such has been the pressure upon the lower orders, by the distress they have suf- 
fered from the failures, that they take alarm from the very shadow, and pour in, 
and great distress is occasioned in the country. 

If it should be shown that any material additional convenience would result 
from reducing the limitation to 2/. you see no more objection to that than you do 
to 3/. ? — No. 

The run you have referred to has alluded entirely to private banks ? — Yes. 
There have been no joint stock banks ; and the notes of the Bank of Ireland being 
payable only in Dublin, that has not been affected ; it has not been worth their 
while to go to Dublin to obtain payment ; at the same time, I think that is a great 
hardship upon them. 

At the period of over-issue to which you have referred, of what description, in 
point of value, were the notes in circulation ? — Pound notes and guinea notes 
chiefly. 

The chief circulation was in small notes? — Yes ; seven eighths or nineteen twen- 
tieths of the whole. 

Do you conceive small notes contribute to the over-issue more than large notes ? — 
Most undoubtedly. 

Do you conceive that small notes increase the frequency as well as danger, from 
a run on the banks ? — Yes. 

Do you think the banks would be enabled to derive a reasonable profit from 
their business, if they were not permitted to issue small notes ? — I think they 
might derive a fair legitimate profit, not the same profit as on the issue of notes 
unlimited in amount, but they would derive it much more securely, aud much 
more eligibly to the party issuing the notes ; for I look upon it to be an evil, not 
only to the public but to the banks ; it creates an immense deal of danger; it is 
subject to a constant demand being made upon them at a moment’s warning ; and 
it is productive of so much distress, that 1 should think no profit whatever could 
countervail it ; but while the power exists, there will be persons to whom it will be 
an object to make use of it. 

Do you think a bank issuing no notes below 2/. or 3/. would be obliged to keep 
a larger stock of gold to answer demands than if it issued notes of 1 1 . ? — Not one 
third part of gold would be required, certainly, because the demand for the gold at 
all times comes from the lowest description of the people, and they are the persons 
who are in possession of the small notes. 

Do you conceive, that if the banks were prohibited from issuing notes below 2I. 
or 3/. they would be able to give much less accommodation to the public than if 
they were allowed to issue notes as at present? — I believe they could not give ac- 
commodation as generally and as indiscriminately, but I believe they could give 
accommodation to all fair and legitimate business; I believe it would have the 
tendency of checking to a very considerable degree those speculators who embark 
in, and carry on, commercial business without any real capital, and avail themselves 
of it merely on the chance of success, while, in the event of failure, they have 
nothing to compensate to the people for the produce they have sent into the 
market. 

From your knowledge of the state of Ireland, can you state what have been the 
^nations in the law with respect to the circulation of paper currency in Ireland ?— 
Previous to the bank restriction small notes were in circulation; but, in fact, the 
trade at that time was so much more limited, that one can hardly form a fair judg- 
ment as to the state of things at present. In the year 1799 or 1800, there was an 
Act passed carrying the power of issuing notes as low, I think, as 5 s. ; lam sure 
considerably below 1 /. 

The bank restriction in the intermediate period had been extended to Ireland ? 

» ei;, without any previous inquiry, such as took place here ; it was considered 
F 3 desirable. 
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desirable, that having taken place here, it should take place there ; it was proposed 
an inquiry should be made into the situation of the country, which was negatived ■ 
that was therefore proceeded on without any data as to Ireland, but merely growing 
out of its having been established in England. ^ 

In the year 1800 notes of a very low description. were permitted to be issued?— 
Yes. 

Do j’ou remember when that was checked ? — I do not 

At a subsequent period that was put an end to? — Yes ; but a great deal of 
information upon that head will be found in the Examination and Report of the 
Committee that sat on the currency, coin and exchanges of Ireland in the year 
1804. 

Do you recollect what alterations have taken place since ? — I am not aware of 
any alterations since that period. 

Can you inform the Committee what was the date of the first issue of one-pound 
notes in Ireland ? — -No, I cannot, from memory. 

Do you remember the period when there were no one-pound notes in Ireland ? — 
No, I do not; I can recollect that they were issued as far back as the year 1780 ; 
I believe a good deal before that. 

W as there any period within your recollection when there was a considerable gold 
circulation in the south of Ireland ? — Yes ; there was a great deal of gold circulation 
up to the period of the bank restriction, certainly. 

Were there many banks existing in the south of Ireland at that period? — Not 
very many at the time of the bank restriction, but there were in the subsequent 
years up to 1 804 ; but at the period of the bank restriction, I should suppose in the 
south of Ireland there were not above five or six banks. 

Did they cany on considerable business at that period? — Yes, a good deal, 
comparatively with the state of the trade of the country. 

How long has the Bank of Ireland been established ?— In the year 1783 ; I think 
it was in the Lord Lieutenancy of the Marquis of Buckingham. 

\ ou stated that one-pound notes were current in Ireland so far back as the year 
1780? — Guinea notes. 

Did the Bank of Ireland issue small notes immediately on its establishment? 

I believe they did ; I believe the small notes of the private bankers w ere in circu- 
lation so far back as the year 1770. 

If bankers were allowed to issue one-pound notes, on vesting a corresponding 
sum in government securities, would they be likely to avail themselves of th^ 
privilege ? — I should think not. I believe the issue of one-pound notes by bankers 
is with the view to increase their capital ; and if they were to lodge a corresponding 
sum in securities, it would not be worth their while to issue oiie-pound notes. 

Have you ever seen notes payable in Dublin in Bank of Ireland notes ?— Yes, 
I have. 

Do any such exist now r — I have not seen any lately. In the year 1 804 the 
issue of notes had got to an extent hardly conceivable ; the lowest shopkeepers 
were issuing them, down to 1 s. 

Admitting that the prohibition of the circulation of notes as low as 1 /. might 
be attended for a time with considerable inconvenience, and might prevent the 
banks from affording so much accommodation to the public as they could afford 
by tlie issue of smaller notes, do you think, upon the whole, the balance of benefit 
to the country would be considerable, from the increased security of all transac- 
tions, by the prohibitipn of the lower class of notes ?— I can have no doubt of it. 

Do you think that any check on the over-issue of paper would be usefully 
established by giving publicity from time to time to the amount of the paper issued, 
and the amount of the assets answerable for the payment of it ? — I have no doubt 
of it. 1 understand a rule has been established by one of the regulations of the 
Joint Stock Company, the Provincial Bank, of making weekly returns ; and 
5 I could 
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I I could have no doubt that if those returns were periodically made public, it would 

► have a very great effect indeed; for I am quite satisfied, in the case of a private 

> banker issuing small notes, it has often happened, from the immensity of the 

transactions, and the manner in which they have been involved by the demands 
made upon them, that they have often been unaware themselves of the extent of 
the issues they have made. 

What security would there be that the amount of the assets was truly stated ? — 
That is the most difficult part of the matter ; for I can very easily conceive, and 
f indeed know, that often assets are stated in such a way as to lead persons to 

’ suppose they were valid securities, when they were in fact none ; but it would be 

' a great advantage, independently of that, if it was known to the public at large 

what the amount of the issues was, even if they did not know the amount of the 
f assets to provide for them, for persons would then form their own opinion as to 

the validity of the security for that issue. 

t Even supposing there was some fallacy in the amount of the issues, an obligation 

to publish this account would be an advantage? — It would, because it would be, 
in the eye of the party, a check upon their giving that facility of credit, and 
a check, upon their issue of paper. 

It would be useful to know what they profess to be the amount of their assets? 
^ —Yes. 

I Do you think banks would ■ be established, or would continue, if subjected to 

such an obligation ? — Especially with respect to joint stock companies, I can have 
no doubt at all of it ; but my opinion is this, that any bank that would not subject 
^ itself to that provision ought not to be allowed to continue. I think the disinclina- 

tion can result from no reason, except a conviction that they are trading in a way 
' in which they ought not to carry on business ; and it would be a great deal better, 

in my opinion, that the trade carried on in the country should be lessened, than 
that it should be subject to that casualty involved in an over-issue ; at the same 
time it must be quite apparent, that the statement of assets in that way is liable to 
great deception ; thei’q can be no doubt of that ; and that is one of the great diffi- 
“ culties of tlie case. One should say that such a case as tliat of Williams and Finn 

could never have happened if that had been the case, for there was an issue of 
. between 200,000 /. and 300,000 /. ; and it was perfectly known afterwards that the 

partners bad never been possessed of 1,000 L 

Does the information which you have been so obliging as to furnish to the Com- 
mittee proceed from your knowledge of the south of Ireland ? — Of the south of 
Ireland solely ; I do not know any thing of the north. 

, Therefore your idea of notes so low as 3 1 . meeting the little wants of the farmers 

^ in bringing their little commodities to market, is founded on your knowledge of the 

, kind of produce those farmers would bring to market in the south of Ireland ? — 

^ Certainly. I can furnish a document which will, perhaps, afford some information 

' to the Committee which may be desirable to them. 

]IJie same is delivered in, and read.] 

[The witness was directed to withdraw. 

; Ordered, That this Committee be adjourned to Friday next, 

twelve o’clock. 
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Die Veneris, 14* Aprilis 1826. 

The LORD PRESIDENT in the Chair. 



ORDER of Adjournment read. 



ABRAHAM MARTIN, Esquire, is called in ; and Examined as follows ; 



Ft I_Irelind. 



A. Martin, 




14 April 1826. 



WHAT is your profession? — I am a Merchant in Sligo. 

Are you a general merchant? — Yes. 

Of what description is the circulating medium in that part of the country ? — 
All notes. 

Notes of what value ? — £. 1 ; there are very few large notes at all seen. 



How long has that been the case ? — These twenty years : since gold went out 
of circulation, I believe, is about twenty years ago. 

Were you in business previous to that period ? — I was. 

Of what did the circulation before that period consist? — Of gold. 

Was any inconvenience felt in commercial transactions from having a gold cir- 
culation ? — Not to near the extent of the inconveniences which have occurred 
since. 



What has been the inconvenience which has occurred since ? — I think more mer- 
cantile distress has occurred since. 



Do you attribute that distress to the over-issue of paper ? — I am clearly of that 
opinion ; because when the banks have it in their power to issue such a quantity 
of money into the market, and they withdraw that circulation and reduce it, every 
article of life must fall in proportion, as well as merchandize, and it must bring with 
it ruin ; that is my feeling on the subject. 

The inconvenience you refer to is the great fluctuation of prices ? — Yes, it is; 
the putting so much money into the market, and withdrawing it suddenly, causes 
that. 



Do you think much inconvenience would be suffered from prohibiting, after 
a certain period, the issue of notes below 5/. ?~There must be some inconvenience 
felt some time or other, sooner or later ; if there is a change, it must be felt of 
Course. 



How would the transactions of the country be carried on in that case? — With 
notes of 5 1 . and upwards, and gold and silver ; there is plenty of silver at present 
in the country, and the gold is beginning now to make its appearance. 

How would the gold be procured ? — I suppose from the Banks of England and 
Ireland that Government have the gold. 

Are there any banks at Sligo? — There is one established the other day, called 
the Provincial Bank; there were two established about nineteen years ago, and 
failed shortly after, which caused great distress upon the country. They were all 
banking-mad at that time ; one bank I knew ; and one of the partners, when he 
began, owed about 10,000 /. ; that happened in the town I live in. 

In the interval between the breaking of those banks, and the establishment of 
the Provincial Bank in Ireland, what notes were circulated in Sligo? — ^The Na- 
tional Bank notes appeared in the mean time ; private notes appeared, then those 
of the Bank of Ireland. 

What do you mean by private notes? — Notes of private bankers in Dublin; but 
while our own banks in the town stood, we saw no other but the bank notes be- 
Jonging to the town ; all the others were sent out of the country, as well as the 
national banks in Dublin. 

If 
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If the banks of Sligo had been prohibited from issuing small notes, do you tliink 
they could have carried on their speculations to the same extent ? — Certainly not^ 
the bank at present in Sligo, if their small notes are brought, pay them in gold. 

The question refers to tiie banks formerly existing in Sligo ? — Certainly not. 

Could they have engaged in such extensive speculations, and occasioned by their 
bankruptcy such extensive distress, if they had not the privilege of issuing small 
notes? — No, they could not, because it was the small notes remained in the hands 
of the country, and those small notes always remained there, and never came in 
until they began to pay the rents ; then, when they came to pay the rents, the 
notes came into the bank, and they gave bills to the agents of the gentlemen, pro- 
prietors of the estates there ; until then the notes invariably all stood in the hands 
of the country people. 

You have said, that at the bank at Sligo, at present, the notes are payable in 
gold, and paid in gold? — Yes, they are. 

At the time that this distress was brought upon the country by the banks that 
were established in Sligo about nineteeai years ago, were the notes then payable or 
paid ill gold? — No; they were paid in national paper, which was the legal tender 
at the time. 



Pi. I.— Irel«ad. 



A. Martin, 




14 April i8a6. 



In what does the chief export trade of Sligo consist ? — Corn and butter are the 
principal articles. 

Is there any export of linen ? — There is linen sold, but that is only sent by cart ; 
it is generally sent to the Linen Hall in Dublin ; and if it is sent to London, it is 
sent by vessels from Dublin. 



Is there any great proportion of your payments under 5 1 . ? — It is all under 5/. ; 
the country people come in, and they receive from 2 /. down to 1 8 according to 
the circumstances. 

Do you think that if all notes under 2/. were to be prohibited, that is, if the 
one-pound notes were not to be allowed to circulate, much inconvenience would 
result in the exercise of your trade ? — I do not see what good it would do by having 
the notes above 2 /. 

Supposing any inconvenience was suffered by having none below 2 none of 
30i. or 1 would you find any inconvenience in your mercantile transactions if 
there were to be no notes under 2/.? — No, it would be no inconvenience ; there 
is no inconvenience as it is. 

You have one-pound notes now? — We have. 

If the one-pound notes with which you carry on your traffic now were altogether 
withdrawn, and no notes allowed under 2 should you sustain any inconvenience? 
— If we got sovereigns for the one-pound notes, that would be the same thing. 

Do you think those who have the smaller transactions would prefer sovereigns 
to one-pound notes ?—I do. It was very hard, I recollect, at first to get the 
country people to take pound notes ; and since the sovereigns are beginning to be 
paid to them, they receive them with reluctance, for they say they are light; some 
persons tell them they are light, and they would some of them prefer having 
a bank note to a sovereign on that account; they say, if I go to a fair they will not 
take it, for they will say it is light, and I have no scales to weigh it. 

[The witness is directed to withdraw. 



JAMES ROCHE, Esquire, is then called in; and Examined as follows : 

WHERE do vou reside? — At No. 20, Parliament-street, London. Jiode, 

^ ’ Etq. 

What business do you exercise at present? — I am now commercial Secretary to ' 
the city of Cork, resident in London. 

Are you, besides that, agent to any of the Irish banks? — No, I am not — to the 
txjmroercial body of Cork. 

G 2 Have 
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Have you been long acquainted with the state of circulation in the south of 
Ireland ? — I was a banker in Cork for nearly twenty years. 

At what period? — From the year 1800 to the year 1820. 

Can you state, generally, the causes of the distress which prevailed in Ireland at 
the time you were a banker? — It proceeded chiefly from the fall of prices, which 
reduced the value of the securities on which we lent money. 

Was the circulation during that time consisting chiefly of one-pound notes, or oi 
notes under the denomination of 5/. ? — :I have brought a statement, which I consider 
the average statement of our circulation, and probably that will equally answer for 
the circulation of the other banks in the year 1813. 



Did you take that from your books ? — I did j I have brought it as the average 
view. 



[ The statement is delivered in, and read as folbvis ;] 



“ In June 1813, Stephen and James Roche, bankers in Cork, had in circulation 
(including above 8o,ooo/. in their cashier’s hands, so that what they owed the 
public was under 300,000 /.) Irish currency, 376,166/. 2 s. lO^d. ; viz. 



In notes, &c. above 10 


guineas - 


In notes of 10 guineas 


Guineas. 

- 9.370 


Id ditto, 5 guineas - 


- 15,620 


Ditto 4 guineas - - 
Ditto 3 guineas - - 


- 

- 58,428 


Ditto 1 i guineas 
Ditto 1 guinea - - 


- 52,969 1 

- 46,075 



Ditto 1/. ios. - - - - 

Ditto 1 - 

Ditto I /. 5 s. 









£. 


s. 


d. 


■ 


- 


- 


8,952 


- 


~ 


- - 


- 


- 


10,658 


7 


6 








19,610 


7 


6 


- 


- 


" 


■7.767 


15 


- 








37,378 




6 


- 


- 


- 


82,564 


6 


- 


- 


- 


* 


66,46 1 


17 


- 








186,404 


5 


6 


£. 


s. 


d. 








- 60,252 


16 


1 








- 53,434 




3 








113,686 


17 


4i 








35.“>S 


- 


- 








38,600 












2,24§ 


- 


- 














189,761 


»7 


4l 



Irish Canency. 

£. s. d. 
376,166 2 loj 



It results from the above statement, which is oflered as an average specimen 
and may serve as a general ground of inference, that the proportion of notes above 
ten guineas was about one lo forty-two; above five guineas, about one to nineteen; 
and that small notes of 1 k guineas and under formed more than half the entire 
sum in circulation.” 



Have you reason to think that the circulation of other banks in the south of 
Ireland, during the same period, existed in nearly the same proportion as that you 
have stated as to the amount of the notes ?— I can have no doubt of it ; for I pre- 
sume they acted on the same principles which guided my brother and me, that of 
advantage to ourselves and convenience to the public. 

Do you know how many country banks there were at that time in what is com- 
monly described as the south of Ireland?— I do ; previous to the Bank Restriction 
Act, or about that period, there were only three in Dublin, three in Cork one in 
Clonmel, one in Waterford, and one in Limerick, making six in the whole; and in 
the year 1815, at the close of the war, there were thirty-one, including six in 
Dublin ; there were twenty-five in the country, that is, spread all over Ireland, out 
of Dublin ; for some time subsequent to t*'e Bank Restriction Act, there were no 
private banks established in the north nor in the west. 

At the moments of alarm that occurred during that period in the south of Ireland, 
did the run upon the banks in the first instance take place in the smaller description 
of notes, rather than in the larger, or the contrary ?— Almost entirely in the smaller 

description. 
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description, because they were in the hands of persons who were more susceptible 
of alarm, and gave a great deal more trouble in every way. 

po you consider the one-pound note as indispensable to the general transactions 
of business in Cork, and its neighbourhood ? — Perhaps, if they were not in existence, 
jl would be wrong to introduce them ; but being in existence, I believe the with- 
drawinent of them now would be injurious, from the facilities they have afforded 
to trade, and issued as they now are on solid security. A metallic currency is 
chiefly wanted for foreign pecuniary intercourse, to regulate foreign exchanges, 
which Ireland transacts through the medium of England. 

Supposing the one-pound note to be prohibited by the Legislature, do you think 
material convenience would arise from leaving notes in circulation of any denomi- 
nation under 5 1 . ? — Yes ; I think at the present moment one-pound notes are 
almost indispensable. 

Supposing one-pound notes to be prohibited, what is the description of note below 
5 1 . which you think would be most generally called for, in the ordinary transactions 
of business ?— If I am to judge from the parliamentary papers which have been 
lately produced of the notes issued by the branch banks of the Bank of Ireland, 

I should think the prohibition of notes under 3 1 . would be very injurious, at least 
the greater part of all the notes which have been issued by the branch banks of 
Ireland are under 3/. 

Do you mean to say that a three-pound note is the description of note between 
5/. and 1 1 . which you think is most useful for the general business of the country ? 
— No ; it appears that at present the branch banks of the Bank of Ireland, which 
are established in various parts of the country, have issued nearly 1,200,000/. of 
bank notes; about 800,000/. are in pound or thirty-shilling notes, and 94,000/. 
in notes of 3/. which I think leaves room to infer that any note between a three- 
pound note and a five-pound note would afford very little convenience to the public, 
for of course the branch banks have considered the public accommodation. 

Do you think that if a one-pound note was prohibited a two-pound note would 
not be very often galled for? — Two-pound notes have been scarcely issued by 
private banks, and not much by the Bank of Ireland. 

Supposing the one-pound note was suppressed altogether, do you think there 
would then be a considerable demand upon the banks for two-pound notes, sup- 
posing they were allowed to issue them ? — I have no doubt of it. 

Do you not think there would be a greater demand still for thirty-shilling notes? 
— Certainly. When I said that very few two-pound notes were issued, I meant 
that they were not called for, or they would have been issued, as there was nothing 
to prevent it. 

Can you account for the particular demand which appears to have existed in the 
year 1813 upon your bank for notes of three and four guineas? — The high prices 
of the articles of li'ade at that time left but little demand for lower notes, except 
for corn ; a firkin of butter, or a pig, could not be bought for a pound. 

What is the average of the pigs brought to Cork worth ? — About 3/. to 4/. 

You speak of fat pigs ? — Yes. 

You consider then that the denomination of note required for general purposes 
at Cork is chiefly regulated by the prices of pork and of butter? — And of corn; 
still more of corn than of pork or butter, for butter is bought in bulk generally by 
a certain class, and paid for beforehand, indeed. 

Do you conceive the restriction on the issue of one-pound notes would materially 
affect the interests of the bankers ? — Certainly ; because it was on that ground that 
the .bankers, in the expectation of profit, established themselves. 

Not exclusively with reference to those? — No; but that constituted a very 
essential ground of their profit. 

Do you think there would be any very serious inconvenience to the money 
transactions of Ireland eenerallv if there was a general prohibition of notes under 
2/.?— IthinktherewnnlH. ^ 



J. Roche, 
Eig. 



14 April iSs(j. 
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If a fair interval were allowed ? — ^That depends upon the interval ; but I do th’ 
that at the present moment there would. 

If at the same time there were no difficulty in procuring a sufficiency of coi 
would there be an inconvenience?— Certainly not, if the vacancy were'^filled 
immediately ; but that could be only by the fair effects of trade. ^ 

Do you think that the withdrawing one-pound notes from circulation would bav 
such an effect upon the profit of bankers as would induce them to relinquish thef 
trade ?— I have heard some persons connected with the Provincial Bank say thev 
would give up their establishments. ^ ^ 

Can you state, among the twenty-five banks which you have stated to exist in 
the year 1 8 x 5 . how many failed '—In the interval between 1 8oo and 1 8 1 5 a great 
many had failed ; in the year 1 820 there failed, or stopped payment, two in Cork 
two in Limerick, two in Charleville, one in Clonmel, one in Waterford, and some 
minor ones in small places. 

Was there any considerable dividend made of the effects of these bankers ? — One 
or two of them resumed ; the Waterford Bank, I think, paid los. in the pound. 

Did the Cork banks pay much in the pound? — One of them resumed, and the 
other has paid 3s. 4d. and will pay about 1 iy. Sd. more, making 5^. 

Did the Limerick banks pay much?— I believe nothing at all: the Clonmel 
Bank, 1 think, paid in full. 

You have stated the number of banks in Ireland in the year 1815, can you state 
the greatest number of banks which existed in any year between the year 1800 and 
the year 1815?— I should think the greatest number was at tiie close of the 
year 1815. 

Were there not a great many establishments which issued small notes of 5^. 1 q 
I reland at that time ?— No ; they were suppressed at the time of the introduction 
of the tenpennies, (the bank tokens,) in 1 805 ; from 1 800 to 1 805 a great quantity 
of silver notes was issued. ^ 

During that time how many banking establishments were there in Ireland 
including those which issued five-shilling notes ?— They were not bankers at all; 
I speak only of registered bankers; it is impossible to enumerate them ; they were 
mere shopkeepers. ■' 

W'as the distress upon the failure of those banks very considerably felt by the 
public ? — Ve^ much so; but I never heard of a mercantile failure being the con- 
sequence of it, and I am sure there was not. The loss fell principally on the 
lower orders, or rather on their landlords ; I mean not a single failure occurred to 
tile creditors of the bank. A number of the debtors to the bank being deprived of the 
support which they had derived from the banks, of course fell; but I mean that 
no creditor of the bankers in Cork closed his doors. 

If there had been no pow'cr of issuing notes under 2 /. should you have thouc^ht 
it worth your while to establish a bank? — I apprehend not; it would have b^en 
very doubtful with me. 

Were there no banks existing at the time there were no notes under 5 /. ? — Yes, 
there were a few. 

If that be the case, why should not banks be able to go on, not being allowed to 
issue any notes under 2 /. ? — They might go on, but their profits would of course 
be less. 

Might not they make themselves amends by charging higher for their discounts ? 

If tliey are allowed to make such charges they certainly may. 

How high may they now charge for discounts according to law ?— Six percent; 
the Provincial Bank and the National Bank charge only five. 

Therefore they have it in their power to increase the interest on their discounts 
one per cent ? — Yes, they have. 

[The witness is directed to withdraw. 



J. Roche, 
Etq. 
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SAMUEL SMITH, Esquire, is then called in ; and Examined as follows : 

^ WHAT is your profession? — A Merchant at Westport. 

^ Of what nature is the circulation at Westport ? — Bank of Ireland notes for some 

time back, for about twelve years back. 

r Of what value ? — Small notes under 5 /. principally, indeed I may say entirely. 

^ Do you mean notes above 1 1 . or of 1 1 . ? — I mean notes of 1 1 . and thirty-shilling 

notes chiedy, and some silver. 

^ Are the transactions in that part of the country of so small an amount as to 

require notes of so low a value ? — The transactions are very considerable. 

5 I Then what is the necessity for notes of so small a value ? — The transactions with 

the individuals are very small ; in the aggregate they are very large. 

e Of what do the transactions with individuals chiefly consist? — Purchase of 

I produce. 

j ^ Of what produce ? — Of grain, linen and provisions. 



S. Smith, 
Elf. 



April iSsfi. 



Would any considerable inconvenience be suffered if no notes were allowed, 
1 after a due notice, to be issued below 2 1 . ? — I think, from my knowledge, having 

been a considerable time a merchant, unless there was a very considerable quantity 
of gold, there would be a very great inconvenience. 

1 Have you any knowledge of the amount of notes circulated in Westport and Its 

} neighbourhood ? — I have. The export was very considerably increased last year 

by a good crop of corn, and I think last year the export amount was about 
130,000/. 

1 Are the purchases of corn made of individuals of so small an amount as to require 

ij a note of 1 1 . or 30 s. to pay them ? — They are almost invariably under 5 1 . 

Were you in business before the introduction of the paper circulation? — I was. 

> Was there at the time gold enough in the country to carry on those transactions ? 

> — I think not ; we found very great inconvenience in our business. 

How were they carried on ? — They were carried on in gold, but at very great 
inconvenience, and very great expense of discount, and probably by being obliged 
to send to other parts of the country to procure gold. 

What was the interest paid for discount at that time ? — I think we paid about 
^d.d. pound on thirty or forty days bills; that was previous to 1797. 

How much per cent was that ? — I think it was considerably above six ; I think 
It might be eight per cent. 

Are the small loads of corn you described brought to market, or purchased in 
' country r— They are brought to the market, and sold in the open market. 

I What may be the weight of each parcel brought by a separate farmer? — It differs 

irom two hundred weight to fifteen hundred ; if it is on a horse’s back, it is about 
two hundred weight. We buy altogether by weight in Ireland. 

What is the average value of two hundred weight of corn? — It is about loj. 
“ , or ia.5. 



Are the great proportion of the dealings as low as two hundred weight ? — I do 
^ proportion are ; latterly that has not been the case ; but they 
&ve teen much in the habit of bringing it in carts lately, that brings it up to 3 /. or 
4 • ; but there are very few amount to 5 /. 

Is the larger proportion of the dealings as high as 5/.? — No, I think the greater 

proportion IS in the smaller. 6 6 0 , b 



^ brings to market a cart-load of grain value 4/., is he not 
actif?"^*' smaller notes, for the purpose of accommodation in his trans- 

thaf T *1 j r ^ — He is anxious to get it ; but there is not one in ten of them 

rnat could furnish change out of a five-pound note. 



G 4 
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You do not sell corn by sample? — ^No; it is all sold in open market. Aeon 
siderable branch of our business is in linens, which scarcely ever takes above 2/ 

It is a ready money market? — It is. 

What description of linen do you make? — They are coarse linens. 

What is the price of a piece of linen, such as a man brings to market? — It j, 
generally 2/., it may go to 2I. lOj. ; a two-pound note would be very serviceable 
in that trade. 

If all notes under 2 1 . were prohibited, would there be any real inconvenience to 
the money transactions in Ireland ? — I should think there would. 

But much less than if all notes under 5/. were prohibited? — Certainly ; very 
greatly so. 

If there were gold to supply the place of the one-pound notes, would you feel any 
inconvenience?' — Not if there was a sufSciency of gold, but I have never seen it in 
my day. 

What effect was produced in your part of the country by the failure of the banks 
in 1814?— A stoppage of country notes. We have had none but Bank of Ireland 
notes since that. 



Were there failures in your part ? — Yes. 

And great loss sustained ? — Yes. 

Your country was deeply affected by the failure of Ffrench and Company, was 

not? — Yes ; nearly all the circulation there was in their notes. 

Of the whole number of transactions under 5/. is it your opinion that the greater 
part could or. could not be conducted in notes of iil. or upwards? — I think a very 
considerable part could. 

As far as you are able to judge, the greater or the lesser part? — I rather think 
it would be the greater 5 with regard to grain, certainly greater; and linen also, 
probably. 

Do von think the introduction of a small quantity of gold, such as would arise 
from the suspension of one-pound notes, w'ould give such a preference to gold 
generally as should throw any discredit upon the other notes ? — Not in our part of 
the country, for we have no country notes ; I believe there have been some of the 
Provincial Bank in Connaught lately, but there have been none in our district 
whatever. 



Have you a considerable trade in yarn? — No, except in purchases for the linen 
manufacture ; there is uo export now. 

In vour district the notes in circulation are the notes of the Bank of Ireland ? — 
Yes, they are. 

Where are they payable ? — The Bank of Ireland have established an office in 
Westport. 

Do they pay .in gold there ? — They do, if it is demanded, I believe ; but I am not 
aw arc of any demand being made ; in fact the people prefer the notes. 

Are not the notes of the Bank of Ireland on the face of them made payable only 
in Dublin ? — They are all dated in Dublin, and of course are all payable there. 

Did you ever get cash for a Bank of Ireland note at the office in your town*— 
1 am not prepared to answer that question ; I am sure if we had demanded it we 
would : I have not been at Westport lately. They sent down an immense quantity 
of silver there, for the purpose of convincing the trade they have been very accom- 
modating indeed. 

Would not two-pound notes, with a sufficient quantity of silver, provide con- 
veniently for the general circulation of the country ? — I think not ; it would require 
an iumiense deal of silver more, I think, than could be furnished. 

[The witness was directed to withdraw. 
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THOMAS JOPLIN, Esquire, is then called in ; and Examined as follows ; 

WHAT is your profession? — I have been Secretary to the Provincial Bank of 
Ireland, which I have lately resigned. 

Were you in any bank before that? — No; my knowledge on the subject of 
banking before was obtained from reflection and inquiry. 

Had you had any practical knowledge of it before? — Not before I was connected 
with the Provincial Bank of Ireland. 

How long have you been connected with the Provincial Bank of Ireland ? — From 
its establishment till within the last month. 

How manjr months was that ? — I think about a year and a half. I w’as engaged 
in the formation of it, and therefore was connected with it before it was legally 
established. ° 

You say you are no longer connected with the Provincial Bank of Ireland?— 
I am not. 

On what account did that connection cease ? — I resigned my situation with 
a view to other objects. 

Was it in consequence of any disagreement or difference with the directors of 
the bank? — No; I am on the best of terms with the directors of the bank. ‘ 

It was not in consequence of any disagreement in respect to the carrying on that 
concern? — No. I did not originally intend to continue as secretary after the 
charter of the Bank of England ^vas altered. 

Are you still a partner ?— Yes ; I still hold the shares I originally held. 

You are not a director? — No, I am not. 

When the Provincial Bank was originally established in Ireland, were the profits 
to be derived from the issue of small notes one of their principal objects ?— The 
bank was formed with a view to derive profit from the banking in Ireland generally. 

In the calculation of the profits to be derived, did the issue of small notes form 
die principal ingredient? — No, it did not; all the calculations made referred to the 
circulation generally. 

Do you think the establishment could be carried on profitably, if small notes 
were not issuable r — I do not think that the establishment could be carried on 
profitably in a great many parts of Ireland where it is now contemplated to form 
branches, without the issue of small notes ; small notes bear so large a proportion 
to the general issue of the bank, and the profits of banking in Ireland is principally 
derived from the circulation. 

When you speak of small notes, do you refer to notes as small as 1 1 . or between 
one and five ? — I mean from one to five, but I do not include the five. 

Do you think if no notes were allowed to be issued after a certain notice so low 
as 1 1 . there would not be a considerable circulation of notes of an intermediate 
value between i /. and 5 1. ?— I should think that if one-pound notes only were pro- 
hibited, it would make no material difference. 

If only notes of 1 1 . were prohibited, do you think there would be a sufficient 
circulation of notes between 2I. and 5/. to render it worth the while of the Pro- 
vincial Bank to continue its establishment? — I think it would not make by any 
means so material a difference to the Provincial Bank ; it is difficult to speak with 
certainty, but I should hardly think they would find it necessary to withdraw any of 
their present establishments, or those which they are now on the point of forming, 
n notes were allowed to be circulated of the value of 2/. j that, however, is 
a matter of opinion, and can be ascertained only by experience. 

Supposing the banks to lose a portion of their circulation by the prohibition of 

e issue of notes under 2 1 . have they not the means of making themselves amends 
y charging a somewhat higher rate of interest upon their discounts ? — If the law 

H Do 



Ps.l.— IreUcid. 



T. Joplin, 
Esq. 



14 April i3!26. 



Printed image digitised by the University of Southampton Library Digitisation Unit 



Pi. I.— Irelandi 



T. Jopliti, 
Etq. 



I4i\pn 1836. 



JmR.Pirn, 




58 MINUTES OF before Committee of Lords, 

Do they now charge the highest interest which the law allows ? — No, they d 
not ; they might charge a higher interest and be still within the law. ’ ^ ^ 

Have you been in Ireland ? — Yes, but iny situation as secretary kept me in 
London with the board ; my principal information arises from the docmnentarv 
and other information which the directors received. ^ 

Do you conceive the security of the banks in Ireland would be materially 
increased by the diminution of the issue of small notes? — Not of the joint stock 
companies. 

The question refers to the securit)' of banks generally ?— I think the security of 
private banks might in some respects ; they would be less liable to runs ; but then 
they, on the other hand, would be less afraid of them, and this fear is one of the 
best checks imposed at present on the imprudence of private bankers. 

[The witness was directed to withdraw. 



JOSEPH ROBINSON PIM, Esquire, is called in ; and Examined as follows : 

WHAT is your business? — That of a general Merchant in Dublin. 

Of what does the general circulation of Dublin consist at present ? — Bank of 
Ireland notes. 

Are there any otter notes in circulation except those of the Bank of Ireland r— 
I’here are a few private bankers notes, very few, and a few of the notes of the 
Provincial Bank of Ireland. 

What private banks are there in Dublin who issue notes ?— Ball and Company, 
and Sir Robert Shaw and Company, are the only bankers I recollect at present 
who issue notes in Dublin ; I think Findlay’s have withdrawn, or it is generally 
understood that they will not issue notes, and Latouche’s have not issued notes 
for some time. 

What description of notes do Messrs. Ball and Sir Robert Shaw issue ?— I be- 
lieve both under and above 5 1. mostly under 5 1 . 

_What is the value of the notes in circulation? — In general pound notes and 
thirty-shilling notes. 

Is there any gold in circulation in Dublin ?— Whenever it is demanded ; it is not 
much in circulation ; it is scarcely to be called a circulating medium : there are 
a few sovereigns to be seen occasionally. On coming over to England we get them 
at the Bank of Ireland, not being able to get Bank of England notes without paying 
a premium for them. If Bank of Ireland notes were made a legal tender in Eng- 
land, it would facilitate the trade of the two countries very much, and be a great 
convenience ; and of course Bank of England notes to be made a legal tender in 
Ireland. 

Do you conceive much inconvenience would arise from substituting gold for the 
small notes ?— Very great inconvenience ; there is scarcely any measure that could 
be adopted which would be productive of so much inconvenience in Ireland at 
present. 

What would be the nature of the inconvenience ?— Of different descriptions. 
We should be very much incommoded by an issue of gold, it would be very 
ttoublesome in its mode of payment ; but the description of inconvenience most 
injurious to Ireland, in my opinion, would be a reduction of the circulating medium, 
as a matter of course. ® 

T Do any period when there were no small notes in circulation in 

Ireland .'' — 1 think that period was previous to my recollection. 

Do you recollect when there was no gold circulation in Ireland ?— I can recollect 
when there was very little gold in circulation in payments for rent in the north of 
Ireland ; this did not extend to Dublin : after that period it got to a premium. 
I have been engaged in business only since the year 1802 ; I went apprentice in 
that year. 

Supposing 
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Supposing there was a prohibition, after a due interval, on the issuing of notes 
under 3 /. or 2 /. allowing notes above that denomination, do you think there would 
be any material inconvenience in such a measure ?— I do ; I think the principal 
inconvenience would be stopping the issue of one-pound notes and thirty-shilling 
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notes. 
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Supposing the suppression of notes under 5 /. were not to diminish the circulating 
medium, do you think there would be any evil result from it, if their place was to 
be amply supplied with gold ? — I can hardly answer that question ; that is sup- 
posing a thing which I think impossible to take place ; if such did take place, there 
would be a certain inconvenience, by handing gold from one to another ; we should 
be paying equal to a premium for our mode of payment. 



Would gold or not perform the different operations of paying for commodities 
with as much facility as paper? — Not with as much facility; it would certainly 
pay for them, but not with so much facility ; if I received payment of 300 or 400 /. 
in sovereigns, it would take me much more time to reckon and weigh, examine, &c. 
than the same sum in even one-pound notes. 



That would be the case, certainly, if you were to weigh them ? — As a matter of 
course they must be weighed, as they would diminish in weight by circulation. 
I have understood, from those who have carried on business during the time they 
were in circulation, that they were obliged to carry scales in their pockets ; but 
that was before my time, and business then in Ireland was much more limited than 
of late years. 

In your course of trade are there any considerable number of payments under 
5/. in proportion to the larger payments? — In our individual trade the payments 
are in general over 5 /. Our house would suffer very little inconvenience in their 
trading transactions; I speak of the trade of the country; ours being a wholesale 
trade, we should suffer individually very little inconvenience : we should just now 
sustain great inconvenience, being large dealers in flax seed, the price of which is 
3 /. per hogshead, and we should be obliged to keep an additional clerk to attend to 
the payment ; that is a temporary circumstance at this season of the year. 

Are you well acquainted with that description of trade carried on by small pay- 
ments, though not engaged in it yourself? — We are remotely engaged in it by 
employing spinners and manufacturers, to whom we make many payments of 1 ?. 
and under ; generally speaking, the payments are under 1 /. 

They are in silver ? — Yes ; copper and silver and one-pound notes must be pro- 
vided weekly to pay them. 

Are all your payments made in Dublin ; have you a connection with the country ? 
— In general all our payments are made in Dublin or in its neighbourhood ; we 
have connections in the south of Ireland, as far as Cork and Bandon. 



Have you any connection with the north of Ireland ? — Not so much, except in 
the selling linens on commission for the north country houses ; these are all large 
transactions, and require from us but few small notes. 

Did your house suffer any inconvenience by the failure of the banks in the' south 
of Ireland in the year 1820? — In conjunction with the general inconvenience sus- 
tained throughout the kingdom, and having some few of their notes ; but it is not 
our practice to keep any lar^e number of bank notes ; we kept them with distrust ; 
we are never comfortable in having any large amount of private bankers notes 
by us. 

Do you mean to apply tbat you have stated to companies as well as to others ? — 
Certainly not ; I am quite satisfied with the notes of our joint stock companies ; it 
ts the inconvenience which has resulted to the country from the establishment of 
private banks with less than six partners, and allowing them to issue notes, that 
I allude to. f > 6 

According to your opinion, the best circulation for Ireland would be the small 
notes of the Bank of Ireland, or the notes of joint stock companies? — Yes; 
1 should recommend no private bank being allowed to issue notes in Ireland. 

Do you think any great inconvenience would result from the two private banks 
now in Dublin ceasing to issue notes ? — None whatever; that would be perfectly 
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satisfactory to us all. If the Bank of Ireland are allowed to continue to issue 
small notes, and all others restricted, we could get on very well in Dublin. The 
Provincial Bank is very useful, — I do not wish to depreciate their value, and their 
also being allowed to issue small notes is perfectly satisfactory, as far as I have any 
knowledge of the public opinion. ^ 

Is there a sufficiency of silver at present in Dublin ? — Yes, plenty ; and plenty 
of copper, of the sort we have. ^ 

Has the new copper got into circulation yet?— Not at all at Dublin, which has 
caused great inconvenience in the transactions, so that I believe many poor persons 
think there has been no change of currency. 

One-pound and thirty-shilling notes are the principal circulation of Ireland? 

Yes; the thirty-shilling notes are very convenient, in consequence of giving a pound 
note in exchange, and the change in silver ; but the very idea of curtailing the 
currency under 5 1 . w'ould have a tendency to discourage all adventure in Ireland 
at present. I should, for one, be careful of placing money in any kind of machinery 
till the effect was tried ; I fancy it would reduce property very much in that coun- 
try, and sometimes fancies are almost as bad as the reality. 

Is that the general impression of the mercantile people with whom you have 
conversed ? — I cannot say that I have conversed with many mercantile men on this 
immediate subject before the Committee. I was summoned over to the Select 
Committee of the House of Commons on the Butter question, and never heard 
much conversation till I was ordered to attend the Select Committee of the House 
of Commons on this question. It is my own sentiments I am giving on the 
subject : since I arrived in this city I have given it the best consideration in my 
power. 

How are the bleach greens supplied? — By single pieces of grey linen generally. 

Are not commissioners employed to stock the bleach greens ? — The linen mer- 
chants attend at their linen markets by rotation during the week, and purchase the 
linens frequently in single pieces. 

How are those commissioners supplied with money? — I have understood they 
have been supplied by the private banks established at Belfast, having agents to 
accommodate Ae merchants purchasing in the markets with notes. 

Do you conceive those commissioners could be supplied if the small notes were 
withdrawn ? — I conceive they would be supplied with notes and gold, but at a larger 
rate of interest. The banks must be paid for their trouble. The Bank of Ireland, 
I believe, would not send agents to supply the merchants in those markets with 
either gold or Bank of Ireland notes ; they make the individuals call upon them at 
their branch banks; and if the other banks were to supply gold for the use of the 
merchants in the markets, of course they must be paid for that in some way more 
than they are paid at present. 

[The witness was directed to withdraw. 

Ordered, That this Committee be adjourned to Wednesday next, 
twelve o’clock. 



Die Mercui-ii, 19" Aprilis 1826. 

The LORD PRESIDENT in the Chair. 

ORDER of Adjournment read. 

JAMES ORR, Esquire, is then called in ; and Examined as follows : 

DO you belong to any of the Irish banks ? — I am a Director of the Northern 
, Banking Company, a joint stock company. 

Where is it situate?— • At Belfast. 

Is that established by Act of Parliament ?•— Under the general Act of Parliament. 

5 When 
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WheQ was that established? — We began business in January 1825. Pt i- Trdana. 

Is that the bank of which Mr. Dobbin is the agent at Armagh ? — Yes. jamet Orr, 

What is the chief description of your circulation in point of value of notes? 

We have eight descriptions of notes. April 1836. 

Have you any objection to give in to the Committee a statement of the propor- 
tions which the notes of one description bear to those of another? — I have not; 

I will prepare a statement, and send it to the Committee. 

What effect do you suppose it would have upon your establishment, if all notes 
under 5 1 . value were prohibited after a notice of two or three years ? — I think we 
should do less business. 

Would it be worth while, do you think, for you to continue your establishment 
as bankers, in that predicament? — I do. 

That you would still have a sufficient remuneration ? — Yes. 

If 2 /. were the lowest denomination of notes which was suffered to be issued, do 
you conceive that that would be sufficient for the purposes of circulation in the 
north of Ireland? — As far as my opinion goes I think it would; presuming, of 
course, that there would be gold sufficient brought in to replace the notes of smaller 
denominations. 

If it was limited to 3/., do you think that would be sufficient? — I do; pre- 
suming also, of course, that there would be sufficient gold brought in to replace the 
notes of smaller denominations. 

All notes for broken sums being prohibited ; the circulation being confined to 2 L 
or 3 1 . and 5 1 . ? — Yes ; of course we should require more silver. 

What effect do you think that would have upon the silver currency ; would it 
have the effect of making silver more scarce and dearer? — I conceive it w'ould have 
the effect of making silver more plentiful. 

Do you bear in mind that you would not have the twenty-five shilling note ? — 

Yes ; it is with reference to that I answer the question ; the very circumstance of 
having twenty-five shilling notes makes, in my opinion, silver scarcer. 

Are you concerned in any trade besides that of a banker ? — I am not. 

How many branches have you? — We have nine agents. 

How many places are there from which you issue notes ? — Eleven, besides 
Belfast. 

Do your notes bear date at each of those eleven places ? — No, they bear date at 
Belfast only. 

You issue notes at eleven places, and they are payable only at Belfast ? — Yes. 

What would be the effect, do you conceive, if you were obliged to pay all the 
notes you issue at the places where you issue them? — We would not, I think, issue 
them at any place except Belfast. 

Would you withdraw your eleven agencies? — I think we should withdraw most 
of them, and perhaps all. 

Do you think that would be attended with much inconvenience to the public? — 

The agencies are certainly a convenience to the dealers ; they get their money at 
hand, in place of sending for it. 

What is the duty of your agencies at those different places? — To discount bills, 
and to issue notes. 

Can you state the names of the places where you have agencies? — I can : Down- 
patrick, Newry, Armagh, Lurgan, Tandragee, Banbridge, Magherafelt, Dungannon, 

Coleraine, Ballymena and Derry. 

Are any of those places of so much traffic as to allow of your establishing a 
branch, and issuing notes payable there ? — The Provincial -Bank has a branch in one 
of those places, and the Bank of Ireland has in two of them ; of course they are 
places of consequence. 
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Would your bank consider it worth its while to establish branch banks there’— 
They are of sufficient consequence to establish agents, but I think we should iiot 
consider it worth while to establish branches with loc^ liability. 

What is the extreme difference of any one of those points from Belfast ? I be- 

lieve Derry is about sixty-five miles from Belfast. 



What is your reason for thinking you would not establish branches with local 
liability ? — Because we would then have to be prepared to pay in each place ; now 
we are prepared to pay only in Belfast. 

It would require a large capital, probably ?— It would, I think, require a larger 
capital, and be attended with more risk. ® 



Were you acquainted with any other bank previous to your engaging in the 
Northern Company ?— I was a partner in the Northern Ban^ a company of four 
partners. 



Who were the partners? — The partners immediately before the change were 
Mr. M‘Cance, Mr. M'Neile, Mr. Montgomery, and myself. 

Was your circulation as extensive then as it has been since you have been a joint 
stock company? — It was not. 

In your banking transactions, are you in the habit of ever employing agents not 
resident in the country; what may be called travelling agents ?— One of those 
agents whom we now have transacts business for us in two towns besides the one 
he lives at, but we pay licences for those two towns. 

What licence ? — A banker’s licence ; it costs 30 L a year. 

Is that licence paid for every town where you establish an agency? — Yes. 

[The witness was directed to withdraw. 



PETER LATOUCHE, junior, Esq. is then called in; and Examined as follows : 
P. YOU are a banker in DublmP-I am. 

' Your’s is a private bank ? — It is. 

Has it any establishment any where else ? — No, it never has had. 

Have you any connection with the Bank of Ireland, as a director or otherwise ? 
— None whatever. 



Of what does the circulation of Dublin chiefly consist? — I should say almost 
exclusively of the paper of the Bank of Ireland. There are two banks in Dublin 
which issue notes ; Ball’s Bank and Shaw’s Bank. 

Do you issue notes ? — No ; since the restriction in the year 1797 we have never 
issued a note payable to bearer. 

Of what denomination are the notes chiefly circulated in Dublin ?— They are 
one-pound notes, five-pound notes, thirty-shilling notes, and ten-pound notes. 
I think latterly there have been none of the Bank of Ireland in guinea and a half 
notes ; and I do not think they issue guinea notes. 

Do you conceive any material inconvenience would be felt in the circulation of 
Dublin, if all notes below 5 1 . were after a certain time to be prohibited ?— I do not, 
after a certain distance of time. 



Do you conceive that inconvenience would be felt in the country from that 
change after three or four years ? — I should apprehend not. 



Do you think it would be easy to procure a sufficient supply of gold to replace 
all notes under 5 /. ?_It will fall upon the Bank of Ireland to do it ; and I have not 
the least question that they can do it. 



Do you think, whatever degree of inconvenience might result from prohibiting 
notes under 5 L, it would be materially diminished by allowing notes of 2/. or 3 1 . ? 
-—1 think it would be materially diminished. 



Do you think that allowing for a time notes of 2 /. or 3 and prohibiting the 

notes 



Printed image digitised by the University of Southampton Library Digitisation Unit 




on the CIRCULATION OF PROMISSORY NOTES, &c. 63 

notes somewhat higher, only at a later period, would operate so as to create no 
material inconvenience ? — I think it would be of advantage to do so. 

Would you recommend its being done in that way? — Yes, I would. 

Your bank receives remittances from the different parts of Ireland? — We have 
been more connected with the landed interest in Ireland, I should suppose, than 
any other bank is, and much more than with the commercial interest; we have 
little connection with the north of Ireland ; we are connected with Connaught and 
other parts of Ireland. 

In what description of paper are the remittances generally made to you ? — I think 
they are almost entirely in Bank of Ireland notes ; w^e get occasionally some notes 
from the northern banks. 

Those notes being payable in Dublin ? — Yes. 

There is but one bank in the north makes its notes payable in Dublin, is there ? — 
I believe there is but one. 

What sized notes do the remittances usually come to you in ? — Indeed, I think 
they are small notes in general. 

They are sent up in half notes ? — Y es, they are. There has a great change taken 
place in that ; in my memory we used to get our remittances made much more in 
bills than we do at present. 

They are in general in notes under 5 ? — I think they are ; but in fact the pro- 
portion of small notes we get of any one bank bears a very small proportion to those 
of the Bank of Ireland. 

Are you particularly acquainted with the circulation of the county of Leitrim ? — 
I have a good deal of connection with it. 

Of what does their circulation consist ? — A good deal of the northern notes, what 
they call the black note, and Bank of Ireland paper, and within the last eight or 
nine months the notes of the Provincial Banking Company are getting into that 
country ; they have a branch established at Sligo. 

Do you imagine any inconvenience will arise from the discontinuance, after 
a reasonable notice, of notes bearing a fractional part of silver, such as 25 s., 30 s., 
and 35 j. ? — The opinion I hold is, that eventually a return to cash payments 
would be desirable ; but all I fear is, its being done too suddenly. It is much 
more convenient to have the notes, and I am sure the people of the country like it 
better. 

You have stated that you have not issued any notes payable to bearer since the 
restriction in 1 797 ; did you issue notes payable to bearer antecedent to that period ? 
— We did, as low as 5 ; never lower. 

Have you continued that practice for a length of time ? — The house I am con- 
nected with has been established, I think, about one hundred and ten years, and from 
its establishment I believe it was in the habit always of issuing notes. 

And you withdrew all your pap>er from circulation when the restriction took 
place ? — 1 was not a partner in the house when the restriction took place ; but my 
father, who was at the head of the establishment, has often declared his opinion to 
me, that a banker never should issue a note to bearer that he did not pay in gold ; 
and as soon as the restriction took place in England, and consequently in Ireland, 
the house from that period never issued a note to bearer, and those notes that were 
out they always paid in gold. 

Have you issued bank post bills? — For a short period we issued bank post bills 
as low as 3 originally .5 /. ; and then our correspondents in the country were 
anxious to have them at a lower rate, and we issued them as low as three. 

How long have you discontinued that issue ? — About six years. 

^Smce that period you have not issued any paper of that description ? — No, none 

[The witness was directed to withdraw. 
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ARTHUR GUINNESS, Esquire, is then called in ; and Examined as follows- 

YOU are a director of the Bank of Ireland I am. 

What is the nature of the general circulation in Dublin at present? — ^Bankof 
Ireland notes chiefly. Country bank notes occasionally find their way into Dublin 
the northern notes particularly ; but they appear to be extinguished nearly as fast 
as they arrive. 

Is there any principal circulation in Dublin except that of the Bank of Ireland ? 
— There are three banks who issue notes ; namely, of Finlay and Company, Ball 
and Company, and Shaw and Company. 

The circulation of the Bank of Ireland extends all over Ireland ? — Yes ; and 
that of the three banks which continue to circulate in Dublin also goes more or less 
into the interior of Ireland. 

Can you state the proportion of the circulation of the Bank of Ireland to that of 
all other banks in Ireland generally ? — It certainly bears a great proportion to the 
whole circulation of Ireland. 

Can you state what proportion ? — I have never had any means of ascertaining 
that to any certainty ; but so far as any comparison upon supposition has gone (rf 
late, it has been supposed the circulation of the Bank of Ireland has probably 
exceeded three-fourths of the whole, I should say probably nearer to four fifths. 

Do you take into your account the circulation of the Provincial banks lately 
established ? — I do ; but I have no means whatever of knowing what their circula- 
tion may be ; what I state now is entirely from conjecture and report. 

Are you of opinion, that if a law was passed, after due notice, prohibiting the 
issue of all notes under 5 /. any considerable inconvenience would arise to the com- 
merce and general pecuniary transactions of Ireland ? — I conceive, that after due 
notice, and some considerable time being given, such a change in the circulation of 
the country might be effected without prejudice to the general commerce of Ireland; 
but I am of opinion, that it would be attended with some inconvenience in the 
smaller pecuniary transactions. 

Supposing the circulation of all notes under 3 /. or 2/. were prohibited, do you 
conceive that circulation might then be maintained ? — I conceive with less incon- 
venience. 

Do you, or do you not conceive that there would be benefit arising from such 
prohibition that would more than counteract any inconvenience that might arise 
from the want of the small notes ? — I conceive that a wholesome circulation is 
essential to the permanent prosperity of the country, and that such a prohibition 
is calculated to correct and improve the circulation ; but in the present instance 
I do not think such a corrective so essential as it might be under other circum- 
stances. 

Would there not be less likelihood of a run upon you, in case of alarm, or 
a general derangement in the country, if a considerable proportion of the circulation 
was in the precious metals, rather than in small paper ? — I think, if the circulation 
of England was placed upon the footing now proposed, the state of the exchange 
between England and Ireland, which is extremely sensible, would in a great decree 
correct the circulation in Ireland; but at the same time I admit that we might be 
more exposed to fluctuations than we should be if we were precisely assimilated to 
the state of England. I however conceive those fluctuations can never be excessive, 
for the reasons already given. 

Do you know the proportion of notes under 5I. at present issued by the Bank of 
Ireland to notes of 5 and upwards ? — As well as 1 remember, something about two 
to live. I conceive those under 5/. might bear a proportion to the whole circulation 
as two is to five. 

Your circulation is more in large notes than in small ones ? — Yes, it is. 

What branch banks has the Bank of Ireland established ?— They have established 
seven. 

Will 
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Will you state the places?— At Cork, Waterford, Clonmel, Newry, Belfast, Pt 
Westport and Londonderry. ^ 

When were those established ?— Some of them a little better than a year ago, ^ 

and all the remainder within that peiiod ; about thirteen months since I think the ' ^ 

first was established. 

What description of note do they issue at those branch banks ; are they payable 
at the place where they are issued, or in Dublin?— They are payable only in 
Dublin. ^ 

Has any alteration been made in the form of the note you have issued since the 
branch bunks have been established ? — No particular form has been adopted; but 
supplies of the common notes have been sent to the agents from Dublin, to be 
dispersed by them. 

Bearing date in Dublin? — Yes. 

Has no addition been made, after the word “ Dublin,” to the notes issued since 
the month of J anuary ? — Yes ; the new note is made exclusively payable in Dublin. 

Then an alteration did take place?— Yes, since the 5 th of January; but our 
notes were dated in Dublin before. ’ 

State the words that were introduced into the note? — After the words “ promise 
to pay,” the words “ in Dublin” were introduced. 

Is it “ in Dublin,” or “ in Dublin only”?— “ In Dublin ;” the word “ only” is 
not in the new note. ^ 



You conceive that expression makes it obligatory upon you to pay it only in 
Dublin ?— Yes ; and with your Lordships leave I will explain the reason for that 
change. 



State the reason of that alteration being made?~The bank was apprehensive, 
from reports which were in circulation, and from a circumstance which took place* 
^at of presenting one of the notes of the Bank of Ireland in Clonmel for payment 
in cash, and noting it for non-payment, which was done by one of the agents of the 
Provincial Bank, and which we understood to be a measure adopted preliminary to 
further proceedings. We took the opinion of some of the first law authorities upon 
the subject, for we felt, that if payment for any portion of our circulation, however 
large, could be called for at any one of the country offices, the bank might be 
exposed to great inconvenience, and the public credit also be endangered. 

Would the Bank of Ireland be exposed to any inconvenience ffom its notes 
being payable at those branches, that the Provincial Bank, or other banks having 
branches at different places, are not equally exposed to ?— The Provincial banks 
have issued notes, dated from Cork and from wherever tliey have established 
a branch; those notes are payable only where they are issued; whereas the Bank 
of Ireland, Its principal seat being in Dublin, and having an immense issue from 
iJublm, if it was subject to a payment in cash for its notes at any given point, it is 
manifest that the bank might be reduced to great inconvenience; for instance, if 
a powerful body, who might for a temporary object command an immense sum of 
money, thought fit to possess themselves of our bank notes, and carry them down 
to Cork, or any other place where we have an office, and demand gold for them 
tliere. ® 

Would there have been any inconvenience attaching to notes being dated in the 
described the Provincial Bank notes to be dated at 
the branches of the Bank of Ireland respectively where those branches were esta- 
blished r— Under those circumstances I think the bank would require some suitable 
Protecuon A man might make a large lodgment in paper of the Bank of Ireland 
IbTi our branch banks, and afterwards demand payment for 

mat lodgment in gold ; that lodgment might consist of notes brought from Dublin 
tor the very purpose. 



nf inconvenience apply in exactly the same degree to the branches 

jovincial, and other banks having branches? — Not to the same degree, 
nota large circulation, which is issued from Dublin. The 
j peculiar circumstances of that establishment, has been 

g to tind a greet portion of the circulation of Ireland. 

"'*5- I But 
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But the Bank of Ireland having the monopoly of the circulation of Dublin, does ' 
it not follow that it has as much facility as any other bank for lodging a portion 
of the precious metals which may be necessary to maintain its local circulation at 
each of those branches respectivdy ?~I beg leave to premise, that I do not con- 
ceive the Bank of Ireland has a monopoly of the circulation of Dublin. I conceive, 
under certain regulations, such an obligation might be laid on the Bank of Ireland 
with great propriety, but I think we should require some protection. 

Will you state what is the species of protection which you think would be neces- 
sary to carry such a measure, which you state to be beneficial, into eflfect ? — That 
is a subject which I feel myself hardly competent to speak to with any degree of 
certainty. 

Why do you not conceive the Bank of Ireland has a monopoly of the circulation 
of Dublin? — Because the other banking establishments in Dublin have equal power 
to issue notes as the Bank of Ireland. 

There is a restriction, as far as regards the number of six partners ? — I speak of 
those banking establishments which can be founded according to law. 

Might it not practically amount to a monopoly, there being no considerable cir- 
culation of other notes ? — There are three respectable firms in Dublin which do 
issue notes still. 

Have you any means of judging of the proportion of Bank of Ireland notes in 
circulation, in comparison to those of private banks ? — -I conceive the proportion 
of the circulation of Ireland is considerably in favour of the Bank of Ireland j 
I can judge of that only by report, and that report refers more to the general 
circulation of the country, of which the Bank of Ireland is supposed to supply above 
three fourths. 

Should not you suppose it was more than three fourths in Dublin ? — I should 
suppose it would bear its full proportion in Dublin. 

Does not it amount to nine tenths in Dublin ? — Probably it may ; I have no 
means whatever of ascertaining the proportion. 

Does the Bank of Ireland issue notes for fractional parts of pounds ? — They 
issue notes for 3 1/., and 305., not for 3.55. 

From tile return of issues by the Bank of Ireland, it appears, that on the 1 5th of 
January it w’as one million nine hundred and odd thousand 5 1 . and upwards, one 
million four hundred and odd thousand under 5/., and two million four hundred 
thousand post bills ; and in February and March the proportion of post bills is 
nearly the same. What is the occasion of so large a proportion of bank post bills ? 
— It'is merely for the accommodation of the public, for the purpose of making 
remittances to the country by post, and we must suppose they form a great propor- 
tion of the circulation of the country. 

Has the same proportion, in your recollection, generally prevailed of bank post 
bills to the general circulation, or has it increased latterly ?— From recollection, 

I believe that the circulation of post bills has been very considerable for a number 
of years past, and bearing about the same proportion. 

Can you state the proportion of the bank post bills below 5/. to those of $ 1 . 
and upwards ? — I cannot, but the documents lately supplied to Parliament will show 
that distinctly. 

Is there a large proportion of them below 5 1 . ? — There is, but by far the greater 
proportion of them is above 5 1. 

What is the lowest denomination of bank bills you issue ? — It had been 3 h until 
lately j latterly we have not issued lower than 5 1. 

Since what date? — I believe since January. 

Is a large proportion of ihe bank post bills issued for the purpose of remittance 
to England? — No, never. We have notes of twenty-one days date, payable at 
the Bank of England ; and notes at three days date, for the purpose of exchange. 

Those which are at twenty-one days you give at par, do you not?— -Yes. 

You 
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You have ever since that been in the practice of issuing them ? — Yes, for a con- 
siderable time. 

Upon those you issue at three days, what do you charge } — An half per cent. 

What is the largest value of note you issue? — A thousand-pound note; verv 
seldom any thing higher than that ; we do not find that the public convenience 
requires any thing higher than that. 

Do you conceive the general circulation of Ireland would be improved, if notes 
under 40 s. were prohibited after a certain time?— I conceive tliat it might brino the 
circulation to a still more wholesome state ; but I conceive the exchange between 
England and Ireland would of itself, if the circulation of England was so far metallic 
as that no note under 5/. was issued, operate nearly as a sufficient check. 

Was there a.ny considerable demand for gold in Ireland during the late com- 
mercial difficulties ?~No ; there was certainly some demand, but I do not conceive 
it was any thing very considerable. 

Since the proposition was made to recal at the end of three years all notes under 
5 L ill Ireland, has there been any meeting of the bank directors to consider the 
effect of that measure ? — We do not understand that there has been any law passed 
to that effect, nor any law contemplated exactly to that effect ; our feeling is, that 
the subject remains quite suspended as to Ireland. 

Since the measure was proposed in England, has there been any meeting of tlie 
directors in Ireland to take into consideration what effect it would have upon the 
circulation if that measure was extended to Ireland at the end of three y^rs?~ 
1 cannot say tliere has been any meeting held specially for tliat purpose, but the 
subject of course has been considered. 

Can you state what was the general opinion of the directors of the Bank of 
Ireland ?— I really cannot say that there has been any general conclusion formed 
upon tlie subject, and therefore I feel myself hardly warranted to state what the 
opinion of the court may be upon it. 

Are you in the habit of issuing notes payable in London any where but those pay- 
able at the Bank of England ?— We are not in the habit of issuing notes payable m 
London. We have made an arrangement, that our agents at our different country 
offices draw on the house of Coutts and Company ; they do not draw upon the 
Bank of England, for the Bank of England does not accept. 

Do you conceive that the measure of making notes payable at the branches 
whence they issued, would be attended with so much inconvenience to vour esta- 
blishment, that you would be induced to withdraw your branch banks'in conse- 
quence of it ?— I know it is an opinion held by a number of the gentlemen of our 
court, that if that measure was adopted we could not conduct our branches with 
safety, except under protection, against such attempts as have been alluded to. 

Are you prepared to state the nature of the protection to which you refer?— 
I think that is a subject which would require a very mature consideration, and 
I would rather leave it to the wisdom of the Legislature ; at the same time, the 
court of directors will no doubt be ready, if required, to submit their sugsestions on 
that subject. 

Are you prepared to state the nature of that protection? — Not from any opinion 
of our board. I conceive there might be a protection against that which I have 
endeavour^ to explain ; which is, that a person might carry down a large sum of 
our paper issued in Dublin, and obtain credit at one or more of our country offices, 

K ^"^.^ft®rwards draw out those deposits in gold, ’(it is not ne^ssary it 

should be done in his own name, it might be done in many names) ; for we feel that 
we are as subject to pay in gold, on a check exhibited at our counter, as we are for 
our notes. 

Might not that be done at present At present we do not hold ourselves liable 
to pay at our country offices. 

^ person was to acquire a credit with one of your branches, would you 
bound, on that credit, to accommodate him with gold ? — Not at 
I f opinion of our law authorities, that we are not liable to the 

payment of gold any where but in Dublin. 
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Pi. I.— Ireland. What difference would it make, as to your being liable for gold, your dating your 

_ , notes and making them liable at the branches?— I conceive a person might obtain 

a credit at any one of our country offices to a very considerable extent, by a lodg- 

ment or lodgments made in notes not issued at that office originally, but issued in 

19 April 1826. Dublin; any individual whatever, or a number of individuals, might make such 
lodgments, and that would be one of the means by which the bank might be 
attacked. 

How would the law, compelling you to pay notes issued at your branches in 
gold, at those branches, affect you, with respect to demands made upon you, not in 
consequence of notes, but in consequence of credit ? — I do conceive that such a law 
would, if unattended with any suitable protection ; for 1 think that the common law 
of banking at present renders a banker liable to pay checks drawn upon him in gold, 
equally as his notes. 

Do you conceive that to be so in law? — We hold that our check is equally pay- 
able in gold as our notes. 

Could not you obviate that by giving an accountable receipt payable in the 
description of notes which were lodged? — I conceive, if the Legislature warranted 
us, we should be able to do so. 

How would the Legislature, by passing such an Act, take away from you the 
power of refusing to pay lodgments in gold which you have at present ' — I conceive 
the reason we have that protection at present is, that w’e are not liable to pay gold 
any where but in Dublin. If it should be thought proper to introduce a law 
obliging us to pay every where in gold, I conceive the common principle would 
mak'e us liable to pay a check upon us in gold as our note, even though the Act of 
Parliament might be silent. 

Might you not, in the accountable receipt you gave for a lodgment, make your- 
selves liable to pay the amount of that lodgment in the same description of notes, 
without anv legislative interference? — No; I apprehend that such a document 
would not be a legal one, unless the Act of Parliament gave a power to set forth 
in the receipt the descriptions of notes so lodged. 

If you suspected a trick of that sort was to be played you, have you not, in 
common with every banker, a power of refusing such a lodgment? — I conceive, if 
a person were to open an account in our office, and be brought a sum of money, we 
should hardly be warranted in refusing to receive it. 

Supposing any person to pay a sum in Bank of Ireland notes in this way into one 
of your branch banks, could that branch bank refuse to issue a like sum in their own 
notes when called for? — No, 1 think not. 

Would not these branch bank notes be immediately payable in gold ? — Yes, they 
would. 

Could a branch bank make any payment for which they were called upon in 
any thing but their own branch notes, supposing the law to pass which made the 
notes payable wherever issued, and not otherwise ? — I conceive they could not issue 
any other description of bank note but dated from that place. 

Is not that an inconvenience to which the branches of the Provincial Bank are 
equally exposed ? — I think I should go too far in saying that they were equally 
exposed, for they have not a great establishment in Dublin, from which at present 
an issue exists to a very great extent. 

If the Bank of Ireland notes issued in Dublin were not demandable in Cork, for 
instance, the Bank of Ireland and the Provincial banks would be on an eqality ? — 
Except in case of a lodgment made, or any other contrivance whereby a quantity 
of notes which had originally been issued in Dublin might be exchanged for those 
issued at the country office. 

Could they do that equally with the notes issued by the Provincial Bank ? — Yes; 
but it would not operate to the same extent. 

Might not a man with 100,000/. go to ten branches of the Provincial Bank, 
and having got their notes, carry them all to Belfast, and pay them in as a deposit 
to the branch at Belfast? — I conceive they might. 

V If 
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It' he did so, would not the branch at Belfast be liable to exactly the same suffering I’l. 1— iieiwid. 

that vou state one of your branches of the Bank of Ireland might be? — Yes ; it is ^ 

however a subject I have not considered with reference to the Provincial Bank ; 

but when I am asked whether notes from twelve out of the thirteen branches might ! 

not be taken to one, and lodged, 1 think it probable they would not accept such ^pril iSfs6. 

a deposit, for each of those notes is payable only where they are issued, and 1 doubt 
whether such an attempt would not therefore probably be resisted. 

They would have the power to refuse it, would they not? — I really am not sure; 
that is a legal question. 

Your branch would have the same power to refuse the lodgment which you 
suppose, as their branch would have to refuse the lodgment supposed ?~Tlie paper 
of the Bank of Ireland issued from Dublin has formed a great proportion of the 
circulation of Ireland, and the paper of those branches seems to form a cir- 
culation for their own district, from the very nature of it, and so will our brancli 
bank notes do the same if they should ever be issued ; therefore they do not stand 
on an equal footing ; the Provincial Bank has no one particular focus. 

Supposing that a person who wanted to make a run on a branch of the Pro- 
vincial Bank at Belfast was to collect 1 00,000 1 . of the notes of the Bank of Ireland, 
and to pay them into the branch of the Provincial Bank at Belfast, who gave a 
receipt for 1 00,000/., might not he draw upon them for gold to that extent the next 
day, at least for their own notes which he might exchange into gold ? — I think he 
might ; I did not mean to say that I would desire a protection for tlm Bank of 
Ireland without reference to any other banking establishment. 

[The witness was directed to withdraw. 



WILLIAM PETER LUNELL, Esquire, is then called in ; 
and Examined as follows : 

ARE you one of the directors of the Bank of Ireland? — I am. 

In what does the circulation of Dublin chiefly consist ? — 1 believe principally of 
Bank of Ireland paper. 

Do you conceive any material inconvenience would be fell in Ireland if, after 
a certain notice, the circulation of all notes below .5 /. were to be prohibited ? — 
I do not conceive there would be, after giving a sufficient time to prepare. 

Do you conceive still less inconvenience would be felt if the circulation of notes 
below 3 /. or 2 1 . were to be prohibited, after due notice also ? — 1 should not con- 
ceive that it was worth making a distinction from what was adopted in England. 
We would very naturally conform, as a matter of course. I do not think there 
need be any difference made. 

Do you conceive there would be any difficulty in procuring, within a moderate 
space of time, sufficient gold to provide for the public convenience? — I liiink not; 
it would be done either by commercial people, through the means of their remit- 
tances, or the Bank of Ireland would supply it. The Bank of Ireland, having the 
principal issue, would look of course to that. 

Do you conceive the demand upon the Bank of Ireland for gold would become 
materially diminished by the introduction of so much gold into circulation? — We 
feel very litile demand for gold ; we are called upon [wincipally for bills on London, 
which are much more convenient. 

You have established a number of branch banks or agencies? — We call them 
agencies. We were advised to establish agencies. They are, in point of fact, 
equally useful to the public. 

What effect would it have upon your establishments if the notes that are issued 
were made payable at the places of their issue? — We should be 
un oubtedly obliged to provide a certain quantity of gold; but should the notes be 
imited to a certain sum, that we were liable to be called upon for, that would 
make a very material difference in the amount. If they were limited to under 20 /. 
1 would make a great difference in the sum necessary to be kept. 

i 3 Would 
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pt. L— i«und. Would you see any objectioo, within that limitation, to your notes beinw 

W P L dl agencies ?— Most undoubtedly it would be more convenient to the 

not to be obliged to keep a large stock of gold at those agencies ; but 1 can- 

/ not conceive that, the notes being so limited as I have described, it would be 

19 April 1826. 2. matter of very great importance. 

If notes under 5 /. were prohibited, have you considered at all what amount of 
gold would be wanted for Ireland ? — I suppose a great number of the transactions 
now effected by one-pound notes would be then effected by five-pound notes ; and 
therefore the whole amount of one-pound notes would not require to be replaced 
by gold ; but that is mere opinion. 

Would the profits of the Bank of Ireland be materially affected by such a pro, 
hibition ? — should expect that they would suffer ; they must sacrifice a certain 
portion. 

Have you considered to what extent the profits of other bankers would be 
affected ? — I should expect that the principal circulation of the country bankers is 
in small notes, and therefore in that proportion they would suffer. 

Do you conceive they would be able to carry on business at all ? — Those who 
possess sufficient capital most -undoubtedly would maintain their business ; I con- 
ceive those who do not would be obliged to retire. 

Would they maintain it profitably ?— There is such an anxiety sometimes to do 
business, that it is very hard to say what would be the practice after such a change. 

Do you conceive any inconvenience would fall on the country in respect of 
making payments for small transactions ?~I do not conceive there would after 
some time. There might be a little inconvenience experienced from persons not 
being in the habit of carrying specie ; but after a little time I should not fear. 

Are you at all acquainted with the linen markets in the North ?— No, I am not ; 
my observations are confined to the details of the Bank of Ireland. 

From your knowledge of the state of Ireland, do you think there is in that 
country such an abundance of capital that the smaller dealers could easily command 
gold instead of bank notes, obtained in the way in which you know they possess 
themselves of them?— Probably at first there might be a great pressure felt; but 
that would give an inducement to real capital being introduced, which tliere is not 
at present, from a competition of paper capital. 

Do you think it would be a material improvement in the circulation of Ireland 
if gold were circulated instead of small notes ?— I should expect after some time 
we would be very much improved ; I think confidence would be much more firmly 
established. ^ 

In what way do you think that would operate ? — No man could carry on banking 
then who had not a certain portion of real capital ; it would discourage all men 
who at present depend on fictitious capital. 

In what manner would it operate to the discouragement of fictitious capital ? 

They could not then depend on the accommodation that men have hitherto given 
each other. Trade might now be carried on by accommodation bills, which could 
not then be relied on. 

In what manner would the prohibition of small notes operate to tlie prevention of 
accommodation bills ? — I believe that at present many men venture into speculation, 
and carry on trade, who would be discouraged then by the difficulty of meeting 
their engagements ; they could not depend upon others so much as they have 
hitherto done. 

Do you know any country banks in the south of Ireland ?— The number of 
country banks in the south of Ireland has been considerably reduced ; there is, 
I believe, a small bank at Mallow. 

Are you in trade yourself? — I am not ; but my friends and connections have 
been engaged in trade. I have been in the Bank of Ireland some years, and my 
observations are confined to that. 

[The witness was directed to withdraw. 
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T)it Lunce, 1 ° Mali 1826. 

The LORD PRESIDENT in the Chair. 



HUMPHREY EVATT, Esquire, is called in; and Examined as follows : 

YOU reside in the north of Ireland, do you not ? — I do. 

You are an agent to some large properties there ? — I am. I live at Carrickmacross 
in the county of Monaghan. 

You are in the habit of receiving large sums of money ? — I am. 

You are well acquainted with the manner of transacting country business ? — 
I conceive I am. 

Do you believe any considerable disadvantage would arise from withdrawing 
from circulation all notes under 5 /., provided a sufficient metallic currency were 
supplied? — I cannot see any inconvenience in it when there is such a certain 
supply, as I believe there is now to be had at the Bank of Ireland, and such a faci- 
lity of obtaining it in any part of Ireland, from the quickness of communication 
with the Capital. 

Do you conceive any benefit would arise from the introduction of gold in lieu 
of notes? — It would give great security to the poor, many of whom cannot write 
or read, and are liable to the failures of banks ; and I should think it would also 
give a fair dealer, who deals in solid capital, the benefit he is entitled to ; at pre- 
sent any man can raise money almost to deal in any article he likes. 

At present there is no gold in circulation in that country r — Very little. 

In what manner are the bank notes circulated in the part of the county in which 
you reside? — Almost every bank which issues uotes has an agent in the country, 
who goes about to the different markets, and discounts bills for the merchants who 
want notes, and he remits these bills to his correspondent in Dublin. 

Is there any competition between the eigents for the different banks ? — I am not 
aware that there is any competition, but I am sure there must be, from the cheap- 
ness at which they discount. 

At what rate do they discount? — I understand at four per cent, which we con- 
sider very cheap in Ireland. 

Is that system attended with much expense to the bankers? — There is the 
expense and the risk of transmitting the notes from the bank to their agent ; there 
is a commission to the agent ; I believe that is usually a quarter per cent ; and 
then there are the stamps on the notes. I think these charges would swallow 
nearly half a year’s interest upon the note, if my calculation is right. 

Do you conceive that the contraction and expansion of issues affect the prices 
of commodities ? — Decidedly it must affect the market prices ; but I do not think, 
in the eastern district of Ireland, the prices are much regulated by the expansion 
or contraction of the circulating medium in Ireland, but by the contraction o 
expansion of the circulating medium of England. England is the great mart for 
the great articles of export we have, such as linen and corn, and butter, and so 
^ ; ^d if they are high in price in Liverpool, for instance, they are high in 
Dublin. 

It is only articles of export which you conceive are affected by the expansion or 
contraction? — ^They would be very cheap under any circumstances, but for the 
export trade we have. I believe the English market is the best we have for every 
article we can spare. 

Is there that confidence in the present banking system of Ireland that induces 
me people at large to take notes without limitation ? — I do not think there is. 
li people would not take them if they could help it; I think they prefer 

the Bank of Ireland notes to any private bank notes, and that they would prefer 
sovereigns to the notes of any private bank. There is generally a difterence : a man 

^45- 1 4 
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will give 1 d. in the pound, or sometimes 2 d. in the pound, for a Bank of Ireland 
note rather than a private note. If he has an opportunity of sending it to town 
P and getting it exchanged immediately, he would as soon have one as the other • but 

, if it IS for the purpose of keeping it, he will give 1 rf. or 2 d. in the pound for a Bank 

1 May 18^6. Ireland note, instead of a private bank ; and I have heard that the difference 
on private bank notes not payable in Dublin has gone as high as 4 d. in the 
pound. 

Do you refer to the notes of the Provincial Bank? — No, I have not seen their 
notes; but these were other bankers, whose notes circulated in that neighbour- 
hood, and I believe that they would give ^d. in the pound rather than keep them. 

Do you think they would give that sum rather than keep the notes of the Pro- 
vincial Bank r — I never saw one of their notes. Derry is the nearest place to me 
where they have any agent ; that is sixty miles from nje. 

Considering the opinion you have stated to the Committee upon this subject, 
would you not be surprised very much to learn that in some parts of Ireland they 
were in the habit of giving two per cent premium to exchange the Bank of Ireland 
note for the private note?— Vei^ much surprised indeed. I never heard of any 
thing equal to that ; but I did hear, before the failure of Lord Ffrench’s Bank, of 
men going into the fair of Ballinasloe, the Bank of Ireland notes being refused to 
be taken, and being exchanged for the notes of Lord Ffrench’s Bank, but I never 
heard of two per cent being given. I considered that as a very silly thing, and the 
result has shown it to be so. 

When you talk of the people finding greater security in the metallic circulation, 
does not your belief on this subject proceed from your experience that the people 
of Ireland have lost by taking private bankers notes ? — Exactly so. 

[The witness was directed to withdraw. 

Ordered, That this Committee be adjourned to Thursday next, 
twelve o’clock. 
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MINUTES OF EVIDENCE 



TAKEN BEFORE 

the select committee of the house of lords 

APPOINTED TO 

Inquire into the State of Circulation of Promissory Notes under 
the Value of £,.5, in Scotland and Ireland, and to report their 
Observations thereupon. 

(April 1826.) 

Part II.— SCOTLAND. 



Die Mercurii, 19“ Aprilis 1826. 
The LORD PRESIDENT in the Chair. 



ROBERT PAUL, Esq. is called in ; and Examined as follows : 

WHAT is your professional situation ? — I am Secretary to the Commercial pu n.— Scotland. 
Bank of Scotland. ' 

Robert Paul, 

How long have you been in that situation ? — I have been only a few years secre- ^‘9- 

tary, but I have been in the service of the bank ever since its commencement, ' ' 

sixteen years ago ; the first thirteen years I was accountant to the bank. *9 April 1826. 

Beftre that how were you educated ; were you accustomed to the banking 
business? — I had been for several years in the house of Messrs. Ramsays, Bonars, 
and Company, bankers in Edinburgh. 

What is the nature of the constitution of the Commercial Bank ? — It is an esta- 
blishment consisting of 540 partners, every one individual of whom is liable to the 
full extent of his fortune for the whole obligations of the bank. 

What is the constitution of the banking establishments in general in Scotland? — 

We have three great chartered establishments, the partners in which are only liable 
for their stock ; and we have various companies, such as the Commercial Bank, 
without limitation of partners ; some of these have more and some fewer, but they 
are all liable to the full extent of their means for the notes and obligations of the 
bank, and not only so, but all who have ever been partners continue liable, unless 
they have advertized out in the gazette. 

Explain to the Committee tiie general nature of the business conducted by the 
public banks in Scotland ? — Those banks have all an original capital of their own ; 
they receive deposits from the public, for which tliey allow interest, and they issue 
notes of all denominations from 1 1. and upwards, and with the means thus in their 
hands they discount bills and grant cash accounts, and they give the usual facilities 
in banking operations to the whole community ; they draw on London, transfer 
money from one place to another, and carry on the general operations of bankers. 

245- K State 
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Pt II.— Scotland. State to the Committee the manner in which the deposit branch of the businesa 

^ is conducted? — The deposit branch divides itself into two parts. — There is first 

° £,5. ' what we call a running account, where the party pays in from day to day the whole 

V ( surplus funds in his hands, and on which he receives interest ; these depositors are 

19 April i8a6. in general shopkeepers and merchants and traders, more particularly in the large 
towns, and in these deposit accounts there is found at their credit at the close of 
every day the whole amount of the money for which they have not immediate 
employment in their trade. — The second branch of deposits consists of small sums 
placed in the hands of the bank, at interest, which have been in general the savings 
of their industry, and which are put into the hands of the bank to accumulate, and 
on which they may operate, not in the way of a running account ; they may receive 
a partial payment whenever they please, and in general these deposits are very 
seldom removed, excepting when an individual has occasion to build a house or 
begin business. 

Is not this last class of deposits known by the name of deposits on receipt ? — 
Deposit receipts; we distinguish a deposit account from a running account in that 
way: 

Describe the mode in which cash accounts are granted? — A cash account is the 
conferring of the power or privilege to an individual to draw upon the funds of the 
bank to the extent for which the cash account is granted ; the great purpose of 
cash accounts is to assist the capital of individuals ; in no case are they granted 
for the purpose of affording capital, unless it may be in the case of persons not 
engaged in trade, who may have occasion for ready money from day to day, such 
as a writer to the signet, beginning business, who has occasion to make many small 
payments ; but in general they are granted to persons possessed of capital, merely 
for the purpose of aiding them with the means of meeting their daily payments, and 
when they are granted there, is the greatest regard had, in the first place, to the- 
character and habits of the applicant, to the purpo.ses to which he can beneficially 
apply his cash account, and more especially to the means which he has of pro- 
moting the circulation of the bank notes, particularly of the twenty-shilling and 
guinea notes. 

Are not securities demanded? — In every case of a cash account security is 
required. 

What is the nature of the security required? — I may say almost universally, at 
least in the Commercial Bank, it is personal security ; we must have at least two 
co-obligants with the party to whom the account is granted, and in many instances 
we have three, four, five and six; it varies according to circumstances. 

In granting those accounts, the securities become co-obligants in the bond ? — 
That depends upon the form of the bond; in the Commercial Bank they are all 
principal debtors to the bank, and all bound conjointly and severally. 

Are they not so in other banks ? — I believe the terms of the bonds are somewhat 
different, but I am not acquainted with them. 

Is there not a system in Scotland, by which, twice a week, at least in Edinburgh, 
the different banks interchange their notes with one another ?— Yes, there is. 

Explain the mode in which this is conducted ? — In the course of the transactions 
of every bank they become possessed of the notes of their neighbours. Twice every 
week they meet together and return those notes ; that is done by exchanging the 
one for the other, and paying the balance with real funds. 

In what is the balance paid ? — In general by a draft on London, or in the cur- 
rency of London. 

Do the different banks in this manner operate as a check on each other ? — Unques- 
tionably, whilst this process continues, there cannot be an over-issue by any one 
bank without its being immediately checked, and all the notes so over issued coming 
in upon the exchange in the course of three or four days. 

Do you know any instance of a bank in Scotland dealing with any other profes- 
sion than that of banking ? — No; the banks exclusively carry on the business of 
banking. 

Supposing, under the system in which banking is conducted in Scotland, a bank 
had got into discredit, what would be the effect of a run against that bank ? — Really 

f a run 
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a run is a thing totally unknown in Scotland, we know nothing of it by experience j 
but I should imagine, if one bank was getting into discredit, it could not possibly 
do so without its being known by the other establishments, and it would operate 
probably by the removal of the deposits of that bank, not by persons coming and 
demanding gold, but by the removal of those deposits to the other banks, and 
those would immediately come into the exchange, and the bank which had got into 
discredit would have to draw upon their surplus funds for the amount, and the 
-whole would be conducted in this manner without any inconvenience whatever. 

Has the Fife Bank failed lately ? — ^They did not fail ; they got into difficulties, 
and they are winding up their business now. 

Was there any loss to the public by their difficulties and suspension of payment ? 
..—There was not only no loss, but not even any inconvenience; there was no sus- 
pension of payment ; they dropped out without any shock being given in any way 
to the public. 

Can you state to the Committee anv instance of banks failing in Scotland?— 
The history of the Ayr Bank is well known, and the causes which led to its destruc- 
tion. In later years there was a merchant bank in Stirling that never possessed 
much credit, and that did fail, but the greater part of its notes were all paid ; after 
that there was the Falkirk Union Bank, but before it stopped payment its obli- 
gations were reduced to a very small amount; it has paid 95. 6 d. in the pound, 
and I believe will pay a few shillings more ; that is expected ; then there was the 
East Lothian Bank, which was obliged to be wound up, chiefly in consequence of 
the roguery of the person who conducted it; and the last instance is that of the 
Fife Bank. 

Did the public lose any thing by the discredit, either of the East Lothian or the 
Fife Bank ? — Not one farthing. 

How were these notes taken out of circulation ? — The notes of the East Lothian 
Bank were, upon security being given, taken up by Sir William Forbes and Com- 
pany, and the notes of the Fife Bank by the British Linen Company and the 
National Bank. 

Generally speaking, by what description of persons are cash accounts held in 
Scotland ? — They are generally held by industrious tradesmen. The class of 
persons who have cash accounts is very various ; but they are in general the indus- 
trious class of persons, merchants and trarlers, and farmers. 

Are they ever withdrawn ? — ^As soon as they fail of accomplishing the purpose for 
which they are granted the banks withdraw them. 

How do the banks judge of their failing of the purposes for which they were 
granted? — It is quite necessary, in order to render a cash account beneficial, that 
there should be continued and repeated operations upon it; that the transactions 
should be numerous ; that there should be a constant drawing out and paying in of 
money, and that by these means a circulation of the bank notes may be promoted ; 
otherwise the account is withdrawn ; and the great reason of this is, that these 
accounts are not intended to form dead loans, but to be productive of circulation to 
the bank. 

Are they not regarded as a means of issuing the notes of the bank ? — The most 
efficient means, certainly. 

Are they not often recalled by the interference of the securities ? — Sometimes 
they are. The securities certainly have the power of knowing from the banks at 
any time the state of the account, and the operations upon it; and if from that, or 
from other circumstances, they have been led to think less favourably of the person 
for whom tliey gave the security, they can immediately cease to allow that account 
to be farther operated upon. 

In what manner do you keep the account of interest on cash accounts ?— The 
interest is charged only on the daily balance which is drawn, not on the amount of 
the gram. I have here a schedule of an interest account during six weeks, which 
I will produce, if it is the wish of your Lordships to see the mamier in which it is 
made up. 

{The witness delivers in the same, which is read, and is asjbllows ;] 
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Pt. 11.— Scotland. 

Hohert Paul, A. B. Merchant in Edinburgh. Cash Account per 400/. 




}ilete: There is a mode of making up the interest on accounts, generally adopted by the 

Scotch banks, different from this in form, but the same in principle ; but the above is the most 
simple and intelligible. 
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T)n Diivate bankers who do not issue notes keep cash accounts in Scotland ?- - In Pf- n.— StoOand. 
■very few instances, I believe, as far as I have any experience, or have made any 
observation upon the subject. ’ 

While you were in Messrs. Mansfield and Ramsay’s house, had not you an — 
opportunity to know whether they granted cash accounts ? — They had a few ; they ‘9 
were granted principally to some of their own family connections and friends ; but 
they were really so very few, that they were scarcely worth consideration. 

What extent of number do you think they might amount to ? — I do not think 
there were more than ten or twelve. 

Do you think that cash accounts, as granted in Scotland, can be considered as a 
cause of over-trading ? — I think that is impossible, for two reasons; in the first 
place they are generally for small sums, and in the next place, they are never of the 
nature of dead loans, which is what over-trading requires ; there is a perpetual 
return to the bank, and a drawing out from the bank, as I have stated ; and besides, 
the bank, watching the constant operations upon the cash account, can form a pretty 
accurate estimate of the real trade that the holder of it is carrying on; and very 
probably, if they have reason to think he was over-trading, or conducting a dangerous 
business, they might discontinue to allow him the cash account. 

What do you suppose to be the number of cash accounts granted by the different 
banks in Scotland at present, taken together ? — I can only form an estimate of that 
by analogy, from the case of our own bank; but I do not think there can be few'er 
panted by all the banks of Scotland than perhaps from ten to twelve thousand. 

Have you any idea what is the average amount of cash accounts ? — Perhaps the 
general average amount, in all the banks, may be 400/. or 500 each; they are 
in general from 200/. to 500/. with us. 

What is the highest amount of any cash credit you have known to be granted ? — 

With us there have been very few cash accounts granted above 1,000/. 

Supposing that the cash accounts amount to ten thousand, are there not at least 
twenty thousand persons interested, as securities to watch over the good conduct of 
the persons who keep those accounts, besides the bank ? — Unquestionably ; there are 
two securities at least on every bond ; but perhaps the average number of securities 
may be stated at three; then there are thirty thousand. 

Are not the same persons frequently securities for different cash accounts? — Yes, 
they may. 

What benefit do the people of Scotland derive from the system of deposit 
accounts, as it is now conducted? — The system of deposit accounts, I think, is a 
very great stimulus to the habits of industry, economy and frugality in Scotland ; the 
whole surplus capital of the individual depositors is thus rendered productive. And in 
regard to the deposit receipts, I may just mention what is generally the way in which 
they are granted : To-day a person from the country appears at the bank, it may be 
with 20 /. or 30/. or 50/. ; we probably never see him again till that day twelve months, 
but we are sure of seeing him about that very day ; if he has 20/. in the bank he 
may come and say, Here are four guineas ; you will give me a receipt for 25 /. ; he 
knows well that the 20 /. has earned 1 6 interest ; and I do consider that the four 
guineas are just the savings of the year: he goes away with his new receipt, 
and returns on that day twelve months ; then again it is added to, and thus accu- 
mulated : and so in many, many thousand instances throughout the country. 

Did you ever make any calculation of the gross amount of money so deposited 
in bankers hands in Scotland? — It must be quite a conjecture; but I have no 
hesitation in saying, that in my opinion there is above twenty millions of money at 
the credit of depositors in the books of all the banks in Scotland. 

What interest do you give upon your deposits? — At present we give four per 
cent ; it is generally regulated by the market rate of interest, and is one per 
cent less. 

Is the same interest given on a running account and a deposit account ? — It is 
^ with us, and it is for any sum and any length of time : 10/. carries interest 
Irom the day it is paid into our hands. 
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• State the variations in the rate of interest allowed by the banks ? — I speak of 
onr own establishment : from the commencement of the bank till Whitsunday 182a 
the rate was uniformly four per cent; from May till September 1822 it was three 
and a half; from September 1822 till December 1824 it was three per cent- 
from December 1824 to December 1825 it was two and a half; from the 2d of 
December 1825 till the 19th of the same month it was three, and from that date 
it has been four per cent. 

Are those deposits payable immediately on demand, without notice ? — Yes, imme- 
diately, without any notice. 

To what class of the community should you say that the depositors of these sums 
upwards of twenty millions, belonged generally? — Generally speaking, the deposits 
on receipt are made by the middling classes of society, the labouring industrious 
classes of the community. 

At present you do not take deposits under 10/. ?— -Not at present. 

You did formerly, did you not? — Occasionally we did; when 5/. was offered we 
took it, but since the establishment of the savings bank that has been necessarily 
discontinued. 

Do not private bankers give deposit accounts ? — Yes, they keep deposit accounts. 

What interest do they give ? — Generally the same rate of interest with the public 
banks. 

How can they afford to give this rate of interest, when they do not issue notes?— 
The trade of a private banker is quite a different one from that carried on by 
public banks in many respects; he has sources of profit which the public banks 
have not. He may be agent, and is generally agent, for country banks, and has 
a commission upon this part of his business ; he is also at far less expense in 
carrying on his business ; he does not require, as the public banks do, to have any 
amount of dead stock remaining unproductive. 

Why ? — Because he does not circulate notes. 

What is the distinction between public and private banks ? — A public bank 
I should denominate a large body of proprietors, who have all paid in a certain sum 
of money as their share. Private banks are a few individuals carrying on the 
business with tlieir own capital. 

Do not you mean by a public bank, where the shares are transferrable ? — Yes. 

Which do you call the Commercial Bank? — I consider that a public bank. 

How many branches have you throughout Scotland of the bank to which you 
belong? — 'We have thirty-one branches. 

How are those branches constituted? — When a fair opening occurs for carrying 
on the business of banking advantageously in any district of the country, the 
directors of the bank seek out the best qualified person, in respect of character, 
fortune and influence, whom they appoint to be their agent; he grants a bond to 
them, both for his faithful discharge of duty, and, in general, for the amount of the 
bills discounted by him ; the proportions of this, however, vary ; in some instances 
he is liable to a greater extent than in others, depending on the local circumstances 
of the place ; then we send him the notes of the bank, and he conducts banking at 
the branch in every part of it, just as it is conducted at the head office. The general 
principles are uniformly the same : he receives deposits ; he discounts bills; but in 
the case of cash accounts he has no pow'er to grant them, they are only granted by 
the directors at home ; and he draws upon London and Edinburgh, and transfers 
money from one part of the country to another, and carries on all the other branches 
of the business which are carried on in Edinburgh. 

When you say that cash accounts are granted only at home, you do not mea° 
to say that cash accounts are not granted at the branches, but that they are not 
granted without the consent of the directors in Edinburgh ? — An application is 
made, in the first instance, to the agent ; he sends it to Edinburgh, with a parti- 
cular account of the business of the applicant, and his means and opportunities of 
applying this credit in a legitimate way ; more especially in every case he is 
required to let us know what opportunity the aoplicant has for maintaining a circu- 
lation 
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lation of the bank notes ; he gives us every information regarding the securities, 
and all other circumstances; and the directors then judge whether they are to 
grant it or not. 

Does not the manager at the head bank occasionally instruct the agents at the 
branches on what principles they are to proceed in granting the cash accounts ? — 
Most unquestionably the manager at home keeps up a continued inspection of the 
management of the branches, and directs the operations there. It is with the 
directors to grant the accounts ; but the manager sometimes instructs the agent as 
to the nature of cash accounts, and directs him as to the proper way of conducting 
them. 

Have you a copy of any such instruction r — I have made a short extract from 
a letter, which must be taken merely as an example of the instructions given by 
the manager to an agent, soon after his appointment in the year i82:i, regarding 
the application for a cash account. Speaking of them, he says, “ Such accom- 
modations, under judicious regulations, are no doubt very serviceable to the public, 
and when made the proper use of are also beneficial to a bank. But neither of 
these objects will be obtained unless much prudence is exercised in selecting and 
granting them. The first thing to be attended to is, that they are dangerous and 
unprofitable when they are required to supply the want of capital ; the legitimate 
purpose of them being to afford temporary accommodation and ease until the capi- 
tals of the individuals come round to meet their paiyments. If nothing more be 
required of such accounts they will be serviceable to the individual, and operative 
and useful to the bank. On the other hand, if they are required to supply tlie 
want of capital, they in general become dead loans ; and a bank, in place of being 
of benefit to the district, would thus be supplying it with a fictitious capital, and 
might be doing it a great injury. But looking to die bank’s own interest, accounts 
required for the latter purpose are extremely hazardous and unprofitable, because 
they become inoperative and mere dead loans ; and the difficulty of obtaining pay- 
ment of them when called up, as there must always be when they fall into that 
state, is very great. Without frequent transactions in both paying in and drawing 
out, cash accounts are of no advantage to a bank, but the contrary.” 

Is that the whole which relates to instructions to cash accounts ?- It goes on, — 
‘‘ It may not be easy in every application to ascertain whether the account is 
required for a legitimate purpose or not, but you can never err in I'ecommending, 
in all cases, that the security offered shall be of the most ample kind ; that should 
any disappointment take place in the conducting the accounts, they may be easily 
called up and got payment of. Near connections (except of the most unquestion- 
able property) of the parties applying for accounts are somewhat objectionable 
securities, because, if the applicants should prove unfortunate, these connections 
are more apt than any other to be involved with them.” 

Is any notice necessary on the closing a cash account, and calling it in ? — When 
a cash account ceases to be operative, we write to the party that it is no longer 
beneficial to the bank, and we require him to pay it up in a certain time ; and if 
in the course of that time it is not paid up, we write to the sureties ; but in no case 
do we call it up without giving the party sufficient warning; arid if it has ceased to 
be well operated on, we may write him, that unless it becomes better operated on 
it will be called up. 

Supposing the bank has some suspicion that it is not properly conducted, what 
should you do ? — We should write him immediately that the account is not used as 
it ought to be ; and without giving any reason, perhaps, we should call it up on 
a short notice. On some occasions we may not tell the reasons which influence 
us, but we in general give them some time to pay it up. 

In the case of respectable sureties for a cash account, do you allow a person who 
has a cash account with vou to become surety for another cash account r — Yes, 
we do. 

So that they may be reciprocally sureties for each other? — Yes ; but we judge of 
^at. We keep a record of every surety we have in our bonds, and if a man offers 
himself as surety for another, we may turn up this book and see whether he is 
surety for another cash account, and if we think him not a proper surety we 
decline him. I have known many instances where, a surety being proposed, the 
K 4 directors 
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directors have said, This roan is giving his name too freely ; he is becoming surety 
for too many ; we have him on the account of such a person, and that is enouah 
He is lending his name with too much facility as a cautioner for others. ® 

But it is not an objection for a person offering himself as a surety that he has 
himself a cash account ? — Not if he has sufficient means. There are often persons 
of great wealth and respectability who may be accepted on more occasions than 
one ; it is not so generally, but among so many cash accounts it is impossible but 
that they must be sometimes securities for one another. Due regard is had to the 
amount of the securities in our hands, and the situation of tlie person. 

How do you judge of the means of the party ; is it by general notoriety? — We 
have sixteen directors, whose duty as directors it is to make themselves acquainted 
with the means and fortunes of the trading community, and they do so most effec- 
tually ; and in the case of the branches the agents do the same. 

Do you require that the parties have landed property or security in government 
stock, or what do you consider as means ? — We consider a man’s property in gene- 
ral. It is personal security that we require ; and in judging of the sureties required 
for a cash account we consider whether a man is possessed of property. 

How do you ascertain that he is possessed of property ? — We have some peculiar 
facilities of ascertaining in Scotland whether or not a person is possessed of property. 
We have what is called the Register Office, where there is a record of all the bur- 
dens affecting the whole landed property in Scotland, to which every person has 
immediate and cheap access; it may be ascertained there whether any estate is 
mortgaged. 

Do you mean to say that when a person offers himself as security you examine 
the Record Office? — No, we do not in every case, but we may do it. In general 
these burdens are very well known ; and unless we happen previously to know it 
we make it our business to ascertain it, when necessary. 

What is the smallest amount of cash accounts you are in the habit of granting ? 
— I have known a cash account for 50/. 

Never under 10/.? — Never under 50/.; very seldom under too/. 

Do you apprehend that the suppression of notes under 5 /. would operate to 
interfere with the system of cash accounts, if you issue none under 50I.? — Most 
unquestionably ; for the operations upon the accounts are the means of promoting 
a circulation of our small notes. Cash accounts from the beginning were granted 
for this express purpose; they were looked upon as a most efficient means of 
promoting it, and if they are taken away cash accounts must cease altogether. 

In what sums are the cash accounts usually drawn out? — The transactions on 
cash accounts are in all sums, from 10/. and upwards, as far as the state of the 
account admits; just according to the necessities of the person. 

You calculate that live millions is the amount of the cash credits granted, of 
that how much is actually advanced by the banks ?— I should think the average 
amount of advance would be about two thirds. 

In practice,^ do you not find that the notes issued at all your branches come back 
to Edinburgh ?— Yes, we do ; we have no exact means of ascertaining the identical 
notes that have been issued at a branch, and that return to Edinburgh ; but we 
know this, that we have constantly to feed them with fresh supplies of notes; that 
there is a determination of notes to Edinburgh from all parts of the country. 

ou are constantly obliged to feed all your branches from the bank at Edinburgh ? 
— Constantly. ® 

What description of notes do you send to the branches ?— The great proportion 
of notes sent to almost every branch are the small notes, but it differs according to- 
the district of country in which the branch is situate ; in large towns there is a much 
less proportional circulation of small notes than in the country; in the agricultural 
districts small notes are more required, and in the Highlands of Scotland; to our 
Highland branches we almost uniformly send three fourths in small notes and one 
fourth in large notes. 

What is the largest proportion of notes of 5/. and upwards you send to any 

branch 
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branch when compared to the one*pound notes ? — The proportion U about one 
fourth, I should think. 

You did issue two-pound notes, did you not? — Not our bank, but there were 
several banks in Scotland which did ; they have, however, been all withdrawn for 
a considerable time ; they were not found to answer the purpose. 

What is the proportion between notes of 5 t. and upwards in circulation, and 
one-pound notes sent to the branches to which you sent the greatest supply of the 
five-pound notes r — I would slate the average upon the whole of the notes sent to 
all our branches at five eighths of one-pound notes, and to the Highland districts at 
three fourths, or rather more I should think. 

What is the proportion of those issued for the circulation of Edinburgh ? — 
I should think fully an half, or about an half. 

Has not your bank established branches on the coast of Caithness which supply 
the fisheries ? — We have two branches in the county of Caithness, at Thurso and 
at Wick, which are the two principal fishing stations upon that coast. 

With what notes do you supply those branches ?— Principally with small notes. 

Have you any information, transmitted to you by your agent, on the extent of 
those fisheries, and the sort of notes they require ? — It was only last year we esta- 
blished our branch at Wick, we have therefore had the experience of only one 
fishing season ; but we were curious to know the general estimate, and I have 
a statement here, from our agent at Wick, of a good many particulars connected 
with the transactions in the last fishing season. 

Will you read it to the Committee? — “ The herring fishery is carried on at Wick 
and its neighbourhood to a much greater extent than in any other place in Great 
Britain ; it gives employment to fourteen thousand and twenty individuals, who are 
solely occupied in that bi-anch of business during the fishing season, and classed in 
the following manner, as taken from a book kept last year for information on 
fishery matters: — 

4,879 Fishermen or boatmen. 

d 700 Seamen curing herrings on board of the vessels 

' I in the harbour. 

522 Coopers. 

350 Labourers. 

181 Fish-curers. 

3,388 Women, employed in gutting and salting the herrings. 

14,020 

“ Of the persons employed in the herring fishery, about otie half of the fisher- 
men, or 2,400 men, come from Buckie, Avoch, Fisherrow, Orkney, West Highlands, 
and some other places in the Murray Frith and Frith of Forth. Of the women, 
860 come generally from the places the fishermen do, particularly Buckie, Avoch, 
West Highlands and Orkney. And the whole, or nearly so, of the seamen, come 
from the several ports whence the vessels they sail in belong to, being partly Irish, 
English, French and Dutch ; but the greater proportion belong to Scotland. Thus, 
about 7,960, of 14,020 persons employed here last year, came hither from other 
places. Speaking generally, the fisheries furnish employment to about 7,000 
natives, and as many individuals from other places. 

“ There were last year, employed here and its neighbourhood 1, 068 boats, the 
whole of which were manned by natives, and belonged to the county, except 410, 
which, with their crews, repaired from the places stated in Answer 2. On the whole 
^e average may be struck very nearly at two thirds of the boats employed being 
Caithness, and one third from other places. 

‘ The boats are manned according to their size ; some of the smallest class four 
men, others five, and largest six ; it may be noticed that the boats from other places 
nave a crew of five and six men. 

Each boat is generally divided amongst her crew into shares ; the fishermen 
are thus almost all individually more or less proprietors, and the herrings they catch 
elivered to a curer by previous contract, at a fixed rate per crane or barrel, with 
L a sum 
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Pe.n.— Scoti»nd. a sum in name of bounty. The fishermen in very few instances cure their own fish 
Robert Paul them on tiieir own account, the general practice being as above stated* 

As to the average number of cranes one boat from the south may catch, it may be 
' taken at 350, the value of which, when divided among the crew, may leave 35/. to 
19 April i8i6. each, besides other perquisites j on deducting the expense of living, &c. I consider 
that 25/. is a very moderate allowance of clear profit to each south country fisher- 
man who is ail owner or shareholder of a boat. As to Caithness boats, I may state 
the profit at 20I. of a shareholder. It may be remarked that there are many 
persons employed as fishermen who are not boat proprietors, and are fixed at 
a certain rate for the season ; in successful seasons, such of the boat proprietors as 
adopt this plan are considerable gainers. 

“ The average sum which a south country fishermen may be supposed to carry 
away with him is stated at 25/. ; but many instances have occurred in successful 
seasons, and even last year, of a crew earning no less than 350 1. which would leave 
300/. to be carried out of the country. The stranger fishermen almost invariably 
carry home their earnings in bank notes. 



“ The circulation at the season in question is augmented to a degree totally 
beyond what a district situated so far north might be supposed to require. Buyers 
and curers resort from all parts, and pay for the herrings they purchase in ready 
money: Freights of salt are another principal means of doing so; but the sums 
circulated in this period chiefly arise from the payments made by the regular curers 
to the fishermen and others employed. On a fair mode of calculation it may be 
estimated, that 140,000 1 . is put in circulation by the payments made to the fisber« 
men, coopers, &c. 

“ The small notes are almost the only medium used in circulation in this district : 
the reason is obvious ; because the smallness of their value throws them into the 
hands of all classes, and as the fishers, coopers, women and others employed are 
poor, the acquisition of large notes by them seldom takes place. 

? A currency would immediately occasion the withdrawing of branch banks, 
which it is evidently seen are the great supporters of the fisheries, and when they 
are given up, the trade loses its chief stimulus, and must soon dwindle to its original 
insignificancy. 

“ Another matter of experience may be adverted to. It frequently happens that 
foreign vessels coming here to buy or cure herrings, tender gold in payment ; the 
fishermen, who are ignorant and illiterate, invariably refuse to take it, no doubt in 
dread of imposition from bad and counterfeit metal, and always ask for bank notes 
for their herrings. It even occurred last year that many of the strangers carried 
cold with them, which they were obliged to get exchanged for notes, as those having 
Dank notes could purchase herrings at 1 J. to 2 s. per barrel cheaper than those having 
gold. 

“ Last fishing season was one of the most productive ever known in this quarter ; 
not fewer than 180,588 barrels of herrings were cured at Wick, and around the 
coast as far as Dunbeath, a distance of about twenty miles, as taken from the 
fishery books ; 20,000 tons of salt imported, and upwards of 60,000 tons of ship- 
ping employed during at least half of the year in that trade ; viz. the fishery.” 

Is there a great variation in Scotland in the extent of the circulation at different 
seasons of the year ? — No doubt there is a very considerable variation. 

What is the time when the circulation of notes is greatest in Scotland ? — There 
is a regular increase of circulation from seed time till the end of harvest, and there 
is a gi-adual ebbing of the circulation during the winter months. 

Is not the circulation particularly great at the different terms in Scotland ? — Yes, 
very great at the terms of Whitsunday and Martinmas. 



Specify the four terms ? — There are Candlemas, Whitsunday, Lammas, and 
Martinmas ; there are many more transactions at Whitsunday and Martinmas than 
at the others. 



Have not you known a case in Scotland at term time, when every bank note, in 
every establishment of Edinburgh, was drawn out? — I have known a time of that 
kind. I remember on Whitsunday 1824 there was scarcely a bank note in the 
5 possession 
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possession of any one bank in Edinburgh. There were at that time many large 
transactions which exhausted them for the day, but they were returned imme- 
diately; they were in the hands of some banker or other before the business of 
that bank closed ; they might not be all returned to the bank which issued them 
till the exchange day, but they were probably all in the hands of some banker or 
other. 



pi. JL»ScnlUiid. 



Robert Pout, 




19 April i8i6. 



Has there been an unusual fluctuation in the circulation of Scotland within the 
last two years? — There was certainly during the last year a very considerable 
increase in the circulation; during the year 1825 there was a rise. 

To what do you attribute this alteration in the circulation in the year 1825 ? — 
Perhaps I should farther first explain the causes of the regular variation. During 
the summer months there is always a great deal more activity in the whole depart- 
ment of agriculture ; towards the close of the season the great markets are held, 
in which a large amount of circulation is occupied ; and besides these ordinary 
causes, last year, with respect to our own bank, the principal cause of the increase 
beyond ordinary years arose from our having establislied nine new branches in the 
course of that year, and more especially from our having displaced the Caithness 
Bank, and put our notes into the circle instead of theirs, and from the occupation 
of notes by the fishery at Wick. But speaking more generally, I would say there 
was a greater activity in all the departments of trade last year; there was greater 
enterprize and spirit tlian there had been for many years, and this would naturally 
require a much larger amount of a circulating medium to carry on the operations 
arisingout of it, than where matters were more dull, and there was less doing. 

Do you consider the increase of your circulation during last year as the cause 
or the effect of the additional enterprize in trade ? — It could only be the effect, in 
my bumble opinion. 

Do not the banks in Scotland always keep a large portion of their capital at 
their immediate command in gold or in credit on London ? — A very large proportion 
is kept in gold, Bank of England notes, and government stock. 



You have always a credit and a power of drawing on London bankers? — We 
have always a portion of our funds in their hands, on which we draw, and have no 
occasion for a credit. 

What is the bank you deal with in London? — Messrs. Jones, Loyd and Com- 
pany. 

Is there any gold in circulation at all in Scotland ? — It is very rare ; we scarcely 
see a sovereign in any person’s hands ; and if it is in the hands of an ordinary man, 
his first object is to get quit of it in exchange for a bank note. 

What would, in your opinion, be the immediate consequence of a law, substi- 
tuting a gold currency for notes under 5 L, six years hence, in Scotland ? — If such 
a law w'ere to be passed, we must immediately prepare for the complete change 
which it would introduce into the banking system of Scotland ; when it began to 
take effect, I apprehend that if the small notes were to be w ithdrawn, the first 
thing we should do would be to call in all our distant branches ; in the next place, 
we should withdraw all our cash accounts ; and in the third place, we should 
diminish greatly, if not entirely discontinue, the giving of interest ujwn deposits. 
Now we should immediately prepare for that ; we could not call up the cash 
^counts at the moment when the change took place ; we could not all at once call 
in tlie branches on the law taking effect, but we must set ourselves to prepare for it ; 
and in one respect the contemplation of such a change has had its effect already ; 
we have not, excepting in a very few cases, since the beginning of February, granted 
a single cash account. 

You have refused cash accounts since the beginning of February in some 
instances ? — We have refu.sed cash accounts tliat would not have been given at any 
rate; but we have deferred to consider the application for some time in the cases 
I allude to. 

Why would you diminish the number of your branches if this regulation was to 
take place.' — Because we should be involved in an expense in the transmission of 
gold, which the profit arising out of our branches could never compensate ; they 
L 2 are 
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Robert Paul, 

Esq. Why would you withdraw your casli accounts ? — Because they could no longer 

accomplish the end for which they were granted, which was, the maintaining our 

jQ April 1826. circulation, especially of our small notes. 



Do not you believe that there would be a greater circulation of five-pound notes 
if there were no notes issued under 5/. ? — We might require to have more fivel 
pound notes, but 1 do not think w e should be able to maintain them in circulation. 
The ordinary transactions of life, in by far the greater part of Scotland, require 
small notes; and if persons receive five-pound notes, before they could make use 
of them, they would just have to exchange them for gold. 



What is your reason for thinking you would be obliged to diminish the interest 
upon your deposit accounts? — Because we should then be required to keep a very 
large amount of dead stock of gold in our coffers, to meet the constant variations 
that would arise, and to keep it wholly unproductive. I imagine that if a gold 
currency were substituted for a small-note currency, there would be a much greater 
amount of gold required than there is at present of notes. We have at present, in 
order to meet the constant variations, a large amount of notes constantly on hand ; 
and in the same w ay we should require a stock of gold, and that would be propor- 
tiouably larger as the general circulation would be greater. 



The banks at large hold themselves at all times under the necessity of answering 
drafts to any extent upon the twenty millions of money lodged in deposit accounts? 
— Unquestionably, all our deposits are payable on demand to the whole extent, and 
so are our notes, for which we must be always prepared. 



Then you are of opinion, that the substitution of a gold circulation for bank notes 
under 5 1 . would cause a much greater loss to the banks than that which arises from 
the loss of their not issuing their one-pound notes? — Yes; it would not be merely 
the loss to the banker of the profit on the circulation of his notes, but he would have 
a very large stock of gold to keep in his coffers, wholly unproductive to him; and 
besides, it would generally cripple his means or pow-er; he could not then carry on 
business in the same way at all as he does now ; it would affect every part of the 
system. 

What is the profit you reckon upon your one-pound and one-guinea notes? — 
The direct profit is the interest at five per cent, subject to the deduction of the 
expenses of the notes. 



How long do the notes last? — On an average about three years. 

What is the stamp upon them ? — Five-pence upon the small notes. 

What are the other expenses of manufacture, and so on? — I should think the 
expenses of the small note to be together about 7 d., or perhaps not above 6 ^ d., 
including the stamp. 

What proportion of small notes do you consider as actually in circulation, and 
what proportion in the hands of the bank, in ordinary times ? — I should think that 
in ordinary times the small note circulation in Scotland may be about 1.800,000/. 
and there is perhaps an amount of notes always in our hands unemployed to the 
extent of one third of tliat amount. 

You mean of snsall notes? — Yes ; but this is quite a conjecture. 

Supposing the expense of the one-pound note, including the stamp at 5</., to be 
about 7 (■/., and the note to last three years, does not this amount to about one per 
cent per annum on every one-pound note? — It does. 



You calculate a note to last three years, therefore three years interest on 1/. 
at five per cent would be 3 s. ? — Yes. 



One fourth of the notes fabricated are supposed to be retained in the bankers 
hands as a reserve? — Yes, or one third. 

What do you calculate as the aggregate direct profit of the whole one-pound or 
one-guinea circulation of Scotland, assuming it to be to the extent of 1,800,000/. in- 
cluding a reserve of 600,000 /. ? — The direct profit of the small notes may be about 
five per cent, under deduction of the expenses of the whole notes manufactured. 

Supposing 
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Supposing the whole circulation to be 1,800,000/., and the reserve 600,000/., pt. ii.—Scoiian* 
making in the whole 2,400,000 1 of the one-pound and the guinea notes, would ' 

not the profit be between 66,000 /. and 67,000/. a year, putting the expense of ’ 

each note, together with the stamp, at 7rf. ? — Yes. s J__z 

What is the direct profit and advantage you have from the issue of those notes? 19 April 1826. 
^I consider the circulation of the small notes to be the substratum of the whole 
profits of the bank, according to the present system ; it is the leading instrument of 
our carrying on the deposit branch, which forms so essential a part of our capital ; 
end it is the inducement for granting the cash accounts, which are thus also to us 
a source of profit; and it is that, moreover, for the sake of which principally our 
branches are established. 

If the circulation was gold, would not the deposits be made in gold ? — If the pre- 
sent interest was to be withdrawn, we should not be offered deposits in the same 
way as we are now. 

Why not ? — Because the parties depositing would not derive such advantage 
from it. I look upon it as inseparable from the withdrawing of the small notes, 
the withdrawing of the present interest. 

Why should not the banks give interest on deposits in larger notes, five-pound 
notes and upwards? — Because it is for the sake of the circulation which we have 
through the intervention of the deposit accounts that we give the present rate of 
interest ; if that ceased no banker would give this interest on deposits, whether they 
were made in gold or in large notes. 

What is the lowest amount of the deposits ; did you not say it was 1 0 /. ? — Yes. 

If the lowest amount of the deposits was 10/. why should not the deposits be 
made in five and ten-pound notes, and above, instead of in one-pound notes ? — -They 
might ; but those notes would not answer the ordinary transactions of life, for 
which, when drawn out, they would be converted immediately into gold. 

What do you consider to be the pro6t of all the banks of Scotland upon their 
deposits? — It certainly forms an essential part of the banking system of Scotland ; 
but what the profit derived from deposits may be I am not prepared to say. 

As you pay four per cent interest upon deposits, what does your profit arise 
from? — The profit is in different ways. In the first instance, there is the one per 
cent between what we pay and what we receive ; but then we must enter into the 
system, for the deposits and cash accounts are the instruments for supporting tlie 
circulation, and without the continued operations upon the deposit and cash 
accounts our circulation cannot be maintained. The direct profit is certainly one 
per cent. 

Is it possible to employ the whole of your capital in the deposits? — The deposits 
form part of our active capital. 

Is it not necessary to retain a part of them ? — A very large part, but that part is 
not wholly unproductive ; it is not employed in the ordinary business of banking, 
but still it is almost always gaining us some profit, more or less. 

Is there no part unemployed and dead to answer occasional demands? — No, 
except the gold in coffers, and the Bank of England notes w'e have in store. 

What is the proportion of gold you feel yourselves obliged to keep now ? — I do 
not exactly know ; but sure I am that we have always kept a much larger proportion 
of gold than we ever had the smallest occasion for. 

Can you state what the proportion of gold on an average would be? — No, 

I cannot ; it varies very much ; there is a great deal. 

Have not you gold in your bank that was never opened ? — I do not know ; it is 
not in my department. It is not a very old establishment. We have always a 
considerable stock of gold ; it is taken out and counted occasionally. 

In what proportion are cash accounts given, and what proportion do they form, 
including the discounts to the credits ?- I cannot say without reference to the 
books; I could not venture on such an answer as would be satisfactory to my own 
mind. 

[The w'itness was directed to withdraw. 

Ordered, That this Committee be adjourned to Friday next, 
twelve o’clock. 
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Die Veneris, 21 * Aprilis 1826 . 

The LORD PRESIDENT in the Chair. 




ORDER o£ Adjournment read. ‘ 

I 

ROBERT PAUL, Esquire, is again called in ; and further Examined 'as folj&ws : 

WHAT proportion does the direct profit arising from the circulation of notes- 
below 5 1 . after deducting the expenses of such notes, bear to the whole profits of 
your bank arising from all other sources ? — When this question was first prpposed 
to be put to me, I certainly felt very considerable hesitation as to the manner in * 
which I ought to answer it; this arose, in the first place, from a perfectly sincere 
desire, of which I was conscious, to meet the inquiry fairly, fully and candidly • 
whilst on the other side I was sensible, that I was really without the materials for 
giving a satisfactory apsw'er. I have reflected upon it, and I am quite satisfied! 
that I have nqt the proper data upon. which alone I ought to proceed in giving any 
answer that 'I think would be satisfactory to tlie Committee. Any answer I can 
give must therefore be a purely conjectural one; but without the sanction of those 
whose, confidential servant I ani, I do not feel at liberty to hazard any answer. 

If this measure takes place, besides supplying a quantity of gold equal to the 
small-note circulation, would not the bank be obliged to keep a! large supply^of gold 
.to maintain the circulation of their large notes r — I tliink they would. 

Can you form any estimate of the proportion to the circulation of large notes 
that on that account they would be obliged to maintain ? — I cannot foun any pre 
cise calculation of the amount. 

Supposing cash accounts were withdrawn, and tlie interest on. deposit accounts 
was much diminished, how would this affect a person who had bccasion to borrow 
money for the purposes 6f his trade? — He must borrow it at a much greater 
expense to himself than he can do under the system of cash accounts. I presume 
it -would be in this way : supposing a person who had a cash account for 500 /. ; 
in that account the whole of his money transactions are contained ; he pays in, and 
he draws out, according to the necessities of his business; and it is qnly upon the | 

daily balance, at the debit of his account, that he is required to pa}' interest. In 1 

the other case he would have to borrow 500/. In one sum, for which he would 
have to pay the whole interest; and not receiving interest upon the sum daily in 
his hands, in this way a much greater expense would be entailed upon him than 
under the present system of cash accounts. 

In the course of your evidence you have given to the Committee data on which 
they have been able to form an estimate of the direct loss the bank would sustain 
by withdrawing one-pound notes; state to them your opinion of the nature and 1 
extent of the indirect loss which this measure would occasion ? — In the first place 
there would be the loss arising from the dead stock of gold which we would require i 

to keep always in our coffers; then I imagine, that as the general circulation 
would probably be increased, we would require to keep a much larger stock of gold 
to meet the variations than we do at present of small notes ; then there would be 
the expense of ttie transmission of gold from London to Edinburgh, and from one 
place to another; and besides, supposing the interest to be diminished upon 
deposits, and a considerable portion of them therefore withdrawn, the sources of 
our profit would be proportionably diminished. 

Why do you think the circulation would be extended r — I think the general 
circulation of the country would be increased, because paper can do what gold can- 
not do. I believe it is pretty well established, that in the city of London, whilst 
there may be four millions of money in circulation, yet at the close of the day, at 
the clearing house, the exchanges are effected by means of, perhaps, 200,000/. 

I consider a note circulation to be the most economical of all the forms of currency; 
and tliat, under the Scottish system, there is much less required than there would 
be of gold. I he amount out in the middle of any one day is much greater than 
the amount which is out at the clo?»» of the day; the current money transactions 

are 
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are carried on. and before the day is completed the notes are all back again ; 
whereas, if the currerfcy were gold, I do nob imagine it would return to us with 
the facility and dispatch which it does in the shape ^f paper. 

You allude to the transactions in London, and to the small amount necessary 
for settling business at the end of the day ; you are aware that in London there is 
a gold circulation, and no paper circulation practically below $ 1 . ; why could not 
the business, then, in Scotland, be settled equally conveniently with a paper circu- 
lation of 5-1. and upwards, and a gold circulation below that? — ^The exchanges, 
I apprehend, in London, are of the checks which are taken by the different 
bankers, and I* imagine that those do subserve the purposes very much of a note 
■ paper circulation in Scotland ; we have no such small sums drawn out of our 
bankers as in London ; the greater part of the daily transactions, I imagine, in 
London, are carried on by means of drafts or checks on bankers, which are settled 
’ afterwards in the clearing room. 



Pi. II.— Scotlsirf. 



Robert Raul, 




April 1836. 



Why might not that all exist with a gold circulation in Scotland ? — I cannot 
answer that; I have no experience upon that subject, and I cannot therefore 
answer it from any practical knowledge I have on the subject. 

"Would not the continued existence of notes of 5 1 ., and notes of upwards, answer 
all the purposes of those checks ? — I am not aware that they would.- • 

Do you not attribute the rapid return of your notes into the bank to the circum- 
stances of your cash accounts, and interest accruing upon them the moment they 
come back to you ? — Certainly. 

If therefore a gold circulation' destroyed your cash accounts, do you think that 
there would be an equal desire to pay money to you which was drawn out in the 
morning ? — Certainly not. 

Have ydb seen a Bill which has for its object making all notes payable in gold at 
the places where issued ? — Yes, I have, within these few days. 

What would be the effect of this Bill, if enacted into a law, in Scotland ? — The 
effect of it would, I think, depend upon the construction^ that is put upon the words 

the place where issued for if that means the head office of a bank having a great 
many branches, with respect to such bank it would be without any effect at all ; at 
present all our notes are payable in Edinburgh, and there only. But if by the . 
place where issued” is meant our branches, then I apprehend that the operation of 
such a law would of itself at once oblige us to withdraw the branches ; there would be 
such a constant transmission of notes, and such confusion introduced, that we could 
not possibly carry them on as we do now. I will venture to give an illustration of 
tliis. We have ^irty-one branches belonging to our bank ; we would require to have 
separate notes for each branch. I will suppose that at Tain we issue a certain 
number of notes ; these would find their way into the different parts of the country ; 
they would come in at many of our other branches, and they would come in at 
Edinburgh : before those notes could be of the smallest use we would require to send 
them again to Tain; they would have to be transmitted from the various places 
throughout the country where they were received to Edinburgh, and re-transmitted 
by us to that branch ; and amongst thirty-one branches your Lordships may easily 
see what a complexity it would produce in the transmission of notes, as well as the 
additional number of notes ■we would require, on account of the great proportion of 
them which would be kept wholly idle in the different places where they were 
received, and while in transport on the road ; and besides all this, we would have 
to keep a large dep6t of gold lying unproductive at each separate branch. Upon 
the fullest consideration of the subject which I have had an opportunity of giving 
It, I do think this would be the effect of the proposed Bill. 



Would any inconvenience attach to you at your respective branches in consequence 
of such a law, that would not attach to any private bank established at the place 
where such a branch was established, and liable to pay its notes there issued in 
gold at the place? — We would have in that case the whole of this transmission ; 
a local bank would not be involved at all in this predicament. Edinburgh being 
the head office of such a branch, aa such, the whole transmission must go from it, 
or through it, and in this way the cases would be quite different. 

Would not any local bank, ivhenever established, be obliged to procure from 
245 * L 4 Edinburgh, 
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Edinburgh, London, or elsewhere, that proportion of gold to its issues which might 
be requisite to carry on its local business ? — Certainly. ® 

In what respect then would the burden imposed upon the Commercial Bank of 
providing gold at each place where it had a branch established in proportion to its 
issues made at that place, differ from the burden imposed upon a local bank, equallv 
providing gold in the same proportion' — The general profits arising from our 
branches are really, comparatively speaking, small. At present we are not under 
the necessity of keeping gold there ; a local bank would not be subject to many 
expenses to which we are exposed, and could much better afford the expense ot 
keeping a proportion of gold than we could at each of our branches, in consideration 
of the comparatively small profit that we derive from them. 

You consider then that the system of banking by branches is only profitable, as 
compared with other banking, in proportion as the branches so established are relieved 
from the necessity of paying in the precious metals? — No, I do not. What I do 
say is, that the branches are not the most productive part of our system, and that 
any burden that would be imposed upon us of the kind alluded to, would, I think 
involve us in an expense which could not be compensated by any profit we should 
derive from them. 

Are you of opinion that local banks, obliged to pay in gold at the place where 
they issue, derive any fair benefit from carrying on business ? — I should think they 
must, or they would not carry on the business. ^ 

Then why are you of opinion, that if it is only the circumstance of their being 
relieved from payment in gold that enables the branches of the bank to which you 
belong to carry on business, that that is not the only difference between them 
and the local banks ? — I am not aware that I said the only reason why we keep up 
an establishment in branches is, because we are relieved from the necessity of paying 
in gold at each of them. ® 

You were understood to say, that if you were compelled to pay in gold, and to 
make the same provision of it that local banks are now compelled to make, it would 
cease to be worth your while to carry on banking in that mode ? — We should have 
besides the expense and the risk of a constant transmission of gold from Edinburgh 
to our different branches, and that appears to me to constitute a very great distinction 
between our case and that of the local banks. 

Will you state in what respect that risk would differ, with respect to the trans- 
mission and carriage of gold for the branch banks, from the risk incurred by every 
local bank in conveying to the place where it is situate that quantity of gold which 
is required for its daily business? — Really, in Scotland, we are so completely 
unacquainted with a gold circulation, that I am utterly unprepared to say how it 
would in every respect affect us ; we know very little of it, and therefore it is 
a merely hypothetical case upon which I am now called to speak. I have endea- 
voured to state the general impression which has been made on my mind, by 
thinking of this Bill for a few davs past. 

You cannot however assign any particular difference that would exist between 
the two cases? — Not at this moment, but there may be such. 

Do you think there are places where it has been worth your while to establish 
a branch, but where the profits would not be sufficient to support a separate local 
bank ?• — There are many districts in Scotland where we have branches, where I am 
quite confident that there do not exist the means of establishing a focal bank. 

Do you mean, where, from the nature and extent of the business, it might be 
w'orth your while to have a branch not liable to payment in gold, and where it 
would not be worth anybody’s while to establish a separate local bank ? — I meant 
where there would not be sufficient capital. 

You state that your profits are extremely small at those places, and that they 
would be very much reduced by the payment of gold at those places; do you think 
there arc places at which it is worth your while to keep a branch, but where it 
would not be worth while for any persons to establish a separate local bank, liable 
to pay in gold there r" — I do think, that supposing there were sufficient means in 
a local district for establishing a bank, the persons composing such a bank, and 
embarking their capital in an establishment of that kind, would probably not be 

satisfied 
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satisfied with the same rate of profit with which we are contented, arising out of a 
branch which only forms a small part of a great establishment. 

Is the expense of each of your branches equal to the expense of a separate local 
bank? I have no acquaintance with the expenses of a local bank. 

Do you not send all your notes signed and complete from the head office to your 
several branches? — All of them. 

Would it be objectionable to trust to agents at your branches the unlimited 
power of issuing notes upon their own authority, belonging to those branches ? — 
I do think there would be considerable risk attending it. 

Would not notes, issued and dated from your branches, be necessarily payable in 
gold in Edinburgh at the head office, as well as where issued? — That must depend 
upon particular circumstances in the Bill. 

Would any notes paid into your bank, having been issued and dated from 
branches of it, be of any use until re-transmitted to the place where originally 
issued ? — They could not, under the operation of the Act, as far as I have been 
able to understand its bearings. 

In like manner all notes issued from your branches must be re-transmitted from 
each branch to the other respectively, wherever paid in ? — Yes. 

Would local banks be exposed to any such circumstances or ihconvenience ? — 
Certainly not. 

If a local bank were established at Tain, and issuing notes payable there in gold, 
would it not be to their advantages that those notes should circulate through the 
country, and remain out as long as possible ? — Certainly. 

Would it not be, on the other hand, to the disadvantage of your bank, if your 
notes issued at Tain found their way to Edinburgh, and were paid into you as 
deposits ? — Yes. 

In the case of a local bank at Tain, would not other banks be at the expense of 
returning upon them all the notes of the local bank found at Tain, or at any station 
in Scotland where you had a branch? — I think they would. 

In the case of your branch at Tain, would not that establishment be at the 
expense of returning all the notes back to your various branches? — Yes, we should. 

Are you aware that any of the banks at Edinburgh have sustained considerable 
losses occasionally, by the misconduct of persons at the head of their branches? — 
They have. 

Do you consider that as one of the risks to be run in establishing your branches? 
— Most certainly. 

Do you think the operation of the Bill to which allusion has been made would 
incur that risk, or leave it as it is? — I think I have stated that the operation of the 
Bill would, in my opinion, go to the withdrawing of those branches altogether; but 
supposing that the branches were continued, the risk would certainly be greatly 
increased. 

"What do you conceive would be the effect on your establishment, if the notes 
issued at the several branches were made payable at those branches, and also at 
Edinburgh, at the option of the holders ? — The effect of that would be, that we 
should require a dep6t of gold at each branch to meet the demand that might be 
there made for the notes issued at that branch, and that at Edinburgh we should 
require to keep a dep6t of gold sufficient to answer the whole notes issued at Edin- 
burgh, and at all the branches together. 

Would the effect be equal, in point of inconvenience to your establishment, to 
that in the supposed case of the notes being payable only at the branch where issued, 
so as to induce you to withdraw your branches? — Yes, it would. 

You are understood to have said that the branches are not a very profitable part 
of your business; are you to be understood to say that the great profit which you 
make is by the principal bank at Edinburgh? — In such an establishment as ours it 
is impossible for me to define the precise sources of our profit. What I meant to 

245- M say, 
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• ' pression is, that the branches are not the most advantageous part of our business 

fti April 1826. question does not refer to hazard, which is another part of the consideration 

but is confined to the profit ; are the branches a profitable part of your business ? 
The question referring to the aggregate profit of all your branches ; if vou were 
obliged by the Bill in question to withdraw all your branches together, would you 
be considerable losers by so withdrawing them ? — Certainly, we should be consider- 
able losers. I intended merely to speak of the branches generally, and of that part 
of our establishment, as involving much greater risk. I cannot separate the idea of 
risk from the idea of profit ; we have to take off our losses, arising out of our 
branches, from the annual profits of the bank, and therefore I adhere to ray former 
opinion, that the branch system is not the most profitable part of our business. 

In speaking of the profits of the branch system in these answers, have you not 
spoken of the direct profits arising from each branch? — -Yes. 

Do you not conceive there are indirect profits arise to the establishment at large 
from the branches you have established in Scotland ? — Unquestionably, the branches 
are to us the means of maintaining our circulation, and especially of small notes. 

You say that there is a considerable risk and great superintendence on the part 
of the Commercial Bank over those branches; have you not, in point of fact, an 
establishment for the very purpose of superintending those branches? — Yes, we 
have. We have a supeiintendent .of branches, and an inspector under him ; one 
of these is constantly out, watching over the various proceedings at the different 
branches, and whilst he is out the other remains at home. 

Does he not in practice go to the various brandies unexpectedly ? — Yes, he does ; 
he goes in upon them without any warning, and being authorized, takes general 
cognizance of the whole proceedings at every branch. 

He has a right to inspect their books whenever he chooses ? — Yes, he has. 

Is he not in the constant habit of returning reports of their transactions to the 
directors? — Yes, he is. 

Do not there reports contain a statement of their cash accounts, and their dis- 
counts and their deposits, and generally describe the mode in which the business 
is conducted r — We have a weekly return from every branch of the whole trans- 
actions that take place at it ; every bill that is discounted at every branch is trans- 
mitted to Edinburgh to be inspected. We have also quarterly statements made up 
from each branch ; and besides this, the superintendent of branches upon every 
visit makes a regular report at length to the directors of the state and prospects of 
the branch. 

When you are about to establish a new branch, in practice does not the inspector 
often remain for a considerable time to set the thing going?— Yes, he does. 

How long have you known the inspector remain to direct the operations of a 
branch, and instruct the manager of it? — I have known him remain some months. 

Do yem conceive that the banks at Edinburgh are ever induced to establish 
a branch, as much by the wish to keep out other banking establishments from that 
bran(±, as by the notion of profit which they may derive from it?— There exists 
certainly a very considerable spirit of competition amongst the Scottish banks, and 
It may be so m some cases. 

In wha-t manner are the directors of the Commercial Bank appointed, and how 
many of them are there ?— There are sixteen directors, chosen annually by the whole 
body ot proprietors of our establishment. 

What sort of account is laid before the proprietors periodically, as to the concerns 
of the bank?— There is a general statement made at the close of the year by the 
directors to the proprietors. 

have the proprietors of judging of the management 
of the bank. ^There is a statement required by the contract of copartnery to be 
laid before the proprietors at their annual meeting ; besides which there is a general 
5 statement 
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statement made with regard to the situation of the bank, and the proceedings of Pt,n-seo(i«n4 

the oast year, at the time the dividend is declared. 

^ , J . . . , JioberiPml, 

What particulars does that statement contain?— In the first place, there is a ^ 

schedule of the balance sheet of the bank, and then there is a general statement of 
the profit and loss account. ui Ajiri) i8a6. 

In one line, or distinguishing particulars ? — Almost in one line. 

No other particulars are laid before the proprietors than the balance sheet, and 
the statement of profit and loss in one line ?— I am not quite sure whether it is in 
one line or not, but it is an abbreviated statement. 

A mere general statement? — Yes. 

Then what means would the proprietors have to judge of the conduct of the 
directors? — That is provided for by the contract of popartnery. The contract pro- 
vides by its 17th article, that the books of the company shall be balanced on the 
iitli day of November 1811, and on each nth day of November thereafter 
annually, or other anniversary of the commencement of the company’s business, 
when a statement or abstract of the company’s affairs shall be made up, during the 
continuance of the contract; and the yearly balance shall be examined, docketed, 
and signed by the ordinary committee of management ; and no assignment of shares 
of the capital shall be admitted or entered in the books of the company for 
fisnrteen days previous to the nth of November, nor till fourteen days after the 
day appointed for the election of directors ; and upon the day appointed for the 
election of directors annually, the said balance and abstract shall be laid upon 
the table for the iirspection of the partners, and the particuLais thereof shall be read 
or stated at the meeting by the chairman ; and it shall be in the power of such 
meeting, if they shall think fit, to appoint a committee, consisting of three extra- 
ordinary directors, which three extraordinary directors shall select two members of 
the ordinary committee of management, and two other partners, who along with 
themselves shall form a committee for auditing and reporting upon such yearly 
states at a future general meeting to be called for the purpose; and such committee 
shall be entitled to call for the assistance of what number of the committee of 
management and officers of the company they shall think tit. 

Is there any instance of the appointment of such a committee of investigation? — 

None in our bank. 

Are the directors changed frequently, or do they continue long in office ? — Tlffee 
go out annually under the contract. 

Are they not re-elected? — ^They cannot be re-elected for the following year. 

There are sixteen directors? — Yes, including the manager. 

They are in office for one year, and are not re-eligible for the next year ? — Just 
so; the three who go out are not re-eligible. 

Are they commonly re-elected the following year ? — In some instances they are, 
and in some they are not. 

^hat number of them are in attendance each day? — They are sub-divided into 
committees ; five attend every day, and the whole every Thursday ; but, in point of 
fact, I may say, that upon an average there are ten or twelve directors in attendance 
every day. 

Is that sub-division provided for by the contract? — Yes, it is. 

What is the amount per share? — The capital stock of the company is divided 
into nominal shares of 500/. each; twenty per cent is paid up. 

You have said there are five hundred and forty partners? — Thereabouts. 

Uo many of them hold more than one share? — A considerable number hold 
more than that. 

What number of shares qualify a director ? — He must hold ten. 

The division of dividends is regulated by the shares? — Yes. 

n number of shares held by ar^ one proprietor? — I really do 

0 ce at liberty to state that, because it is a circumstance that we make knoivn to 
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none of the partners of the bank ; the directors alone know it. I am not aware 
there exists any objection to its being known to this Committee, but I feel some 
scruple in mentioning it without authority. 

If the number of shares held by each proprietor is not known, how do you know 
that each director has the required quantity ?— There is a list laid upon the table at 
every annual meeting of the whole proprietors; the shares held by each are not 
there mentioned, but a mark is put opposite to the names of those who, from the 
number held by them, are eligible to the office. 

The directors have the sole management of the concern, have they not? — Yes. 

They judge of the cash accounts, and the bills for discount, and all your ad- 
vances, and of all the concerns of the bank ? — Yes. In Edinburgh they judge of 
the whole cash accounts granted in Edinburgh and at all the branches ; the agents 
at the branches judge of the bills discounted at the branches. 

They are sent up? — Yes, after being discounted, but not before. The directors 
have the general management of the whole concerns of the bank. 

The concerns of the bank are, in fact, wholly unknown to the body of proprie- 
tors, excepting so far as the annual account ? — Amongst so many partners as we 
have there is constant communication respecting the concerns of the bank. 

You have said that the shares consist of 500/. each, and that there are 6ve 
hundred and forty partners, or thereabout; are not ibe whole of their fortunes 
liable for the debts of that bank? — Yes. 

Can you form any notion what might be the fund liable for the debts of that 
bank ; can you state a general idea upon that subject ? — I have very little hesitation 
in saying that the whole fortunes of the whole proprietors of the bank may amount 
to millions of money. 

Are not the same persons holders of shares in a variety of different banks ? — 
They may in some cases, but in general every one has his own particular bank. 

Do you keep in your bank any considerable proportion of Bank of England 
notes? — Yes, we do. 

When the alarm existed in the month of December last, were your bank and 
tb other banks at Edinburgh subjected to any considerable run ? — A run is totally 
unknown in Edinburgh. I may mention that I know of an instance in which an 
English bank did send down to our bank and obtain Bank of England notes and 
gold to assist it in some little difficulties in December last, notin return for notes 
which they held of our bank, but for good bills on London which were in their 
possession. 

Did your bank find it necessary to take the precaution, in December last, to 
send for any considerable quantity of gold from London?— I am not aware that we 
did send for any gold at that particular time. I rather think we had a sufficient 
store, in the view of the directors, to meet any pressure that could arise. 

You do not recollect that in the course of the months of November, December 
and January, they sent for any stock of gold from London ? — I am not aware of it 
in our bank. 

Have you any objection to state the amount of gold and Bank of England notes 
which you sent into England to that establishment which you mention applying to 
you for aid in the month of December last? — I cannot state the amount particu- 
larly, but it was several thousand pounds. 

Was it as much as 20,000 /.?— No, I do not think it was. 

Was it 1 0,000 /. r — If I recollect rightly, it was something between 5,000 1 . and 
j 0,000/. 

Do you know whetlier that establishment in England got gold or Bank of Eng- 
land notes from any other bank in Edinburgh ? — They might, but 1 am not aware 
of it. 

When you state that a run on a bank is unknown in Scotland, did you never 
know any instance of a run on a private bank for a few days ? — I spoke of a run 
according to the ideas which are here entertained of it. 

You 
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You mean a demand for gold? — Yes ; and also any great demand upon the 
funds deposited at the bank. In the history of our bank I have known no such 
thing. 

Are you to be understood to have stated the other day, that for the circulation 
of Edinburgh your issues of one-pound notes, and your issues of notes of 5 /. and 
upwards, were about equal? — Yes, I apprehend they may be about equal in 
Edinburgh. 

Are you to be understood to have said to-day, that the profits upon your con- 
cerns in Edinburgh are more considerable than those in your branches ? — No. 

Are the profits upon your concerns in your branches more considerable, or as 
considerable, as your concerns in Edinburgh ? — I think I stated before, that it is 
a matter of very great difficulty, for we bave to distinguish the particular sources of 
profit. What I intended to say with respect to the branches was, that they were 
attended with so much risk and difficulty, that I looked upon them as that part of 
our establishment which we would more readily give up than any other. 

If the Bill was to be carried into effect by which you gave up your branches, 
would you deem it expedient to continue your transactions as a bank in Edinburgh \ 
It is very difficult to estimate the complete change which would then be intro- 
duced into the whole system; as 1 humbly think, the entire dislocation of our 
system by this great alteration would produce effects which I cannot distinctly 
contemplate. How matters might be adjusted I will not therefore venture to pre- 
dicate ; but I take leave to state, that the profits of Scottish banking in general — 
the ordinary profits of Scottish banking, are by no means very great. \Ve might 
make up from other sources the loss which might arise to us from the proposed 
change, but not without entailing on the community at large a very great expense 
to which they never have been subjected, and hampering, in my humble opinion, 
tbe whole operations by which the improvement of Scotland has been promoted, 
and on which it principally depends. 

The question does not refer to the public inconvenience which might arise from 
giving up your branches ; but are you not of opinion it would be still a profitable 
concern to carry on your business in Edinburgh, if those branches were to be with- 
drawn ?— I really cannot distinctly state whether we could make it so profitable as 
to lead us to carry it on, or not. 

Supposing the law regulating interest of money was altered, and you could legally 
ask more than five per cent, would that make any difference in the course of your 
transactions ? — It would certainly introduce a great change into the whole business ; 
but I do not think that the chief class of persons, who receive accommodations from 
us at this time at the rate of five per cent, would, for the purposes of their business, 
ask it from us at a rate of interest considerably higher. 

As far as your profits arise from deposits, they arise from the difference between 
the interest you pay upon the deposits, and the interest which you receive, do they 
not ? — Yes. 

The interest you pay is four per cent ? — At present it is. 

The interest you receive is five per cent? — It is. 

Generally speaking, you receive one per cent interest more than you pay r — We 
receive somewhat more than one per cent upon the discounting of bills, because we 
receive the discount in hand. 

In what manner, generally, do you employ that money left with you in deposit; 
what are the sources from whence the profit is derived? — I have stated, in the 
preceding part of my evidence, that we discount bills and grant cash accounts. 

Do you invest any part of it in government securities of any kind? — I have 
stated, that we have always a large amount of surplus funds ready at our com- 
mand, and a considerable part of that fund is certainly invested in public 
securities. 

What are the longest dates of the bills which you discount? — The ordinary 
currency of bills is three months. 

Do you ever discount bills of a longer date ? — In some instances we may 
discount bills at four months. 

v r> What 
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What IS the longest date at which you ever discount bills?— I may have knn„, 
some instances of bills at five months or six months ; but the longest date, EeDpr»ll? 
speaking, is four months. ° 

. Anril .8»6. . “f “ bookseller, have you not been in the habit of discounting bills 

■ Apniisao. atamuchlongerdate?— No doubt. In that trade the credits are long and ih 
bills are very long dated, but they are in general never discounted by us until th„ 
come within the three or four months. 

You are well acquainted with a number of public and private banks in Edin 
burgh r — lam. 

Supposing any or all of those banks which have branches were obliged to with- 
draw those branches, do you conceive that the business of Edinburgh alone would 
be suftcient to furnish adequate profits to all those banks ?— By no means. 

Would not the business of Edinburgh be greatly increased if all the branches 
were withdrawn that now exist throughout the country?— There would, of course 
be an enlarged demand upon Edinburgh for all that business which could be brouaht 
from distant districts of the country. ® 

Are you not aware, that in many of the distant districts of the country before 
the establishment ot country banks and of branch banks, transactions went on in 
Edinburgh that are now conducted in the country ?— I have no doubt whatever 
ot triat. 

What number of proprietors were qualified to act as directors of your bank at 
the last election — I cannot answer that distinctly. ^ 

Is there a printed list of them ? -There is not ; hot there is a very considerable 
number who hold ten shares, and are therefore qualified to be elected. 

Wbat do yon mean by a considerable number ?-I do not think I can be more 
Imblr eli^bl°e “ ^ considerable 

dtose^riTll^uid^ll:?' ” more than either of 

As many as one hundred ?-Tliere may; there may be perhaps one hundred. 

IZ ■■ate at which the dividends were paid for 

;^arlrdt:Sng'tEml"“' ^ ^ P- =^01 half 

forta LuenTtd 7 e'';el‘.''“ 

Was It higher during the war ?— The bank was instituted only in the year 1810. 
Are persons in the habit of becoming security for others for the advances thev 
tasircS!“ ’ ° ‘hfifselves received similar advances ?_In some 

I caZor" Prevails ?-No, 

-I^ateJ^i™ '?> ‘'■‘= '•■'■‘■ators of the bank where it appears to exist’ 

ascertain whether the new su’reties offered™ “PP'’'®'™ '’®J"g received we can 
The direetorsjndge upon the wMe su^jSit. “P“°“*ercash accounts, or not. 

secnnUeTfrc7c7S '’e easily furnished, specifying those who are 

made out. * “““i® “emselves ?-It eould be quite easily 

sivlrofo^motl Ind nr'''””'" ®'T“'®‘'°u" almost exclu- 

transactions of Scotland, in TOuTopbion if 7 e''no '‘'7 ®®^®®‘°“ ‘'‘® ‘’“"'‘“S 

prohibited, and nothing under’^a ; we7aLiLd T one^iinea notes were 

to make the alteraiinn' -T f^i^sonable time being given 

speaking throutrhout ScntlanH ^ oatureof the transactions, generally 

requirS We had 1 °^ denomination would be 

P notes, and they have been completely discontinued. 

Do 
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Do you tbink the inconveniences you have stated as likely to result would be as 
great as if no notes were to be allowed under 5 1. Certainly not so great. 

Do you tbink you would be able to carry on some of the transactions you have 
stated that, in the other alternative, you would be obliged to withdraw, such as the 
establishment of branch banks, if the small notes were raised to 2 /. ?— We should 
certainly, if we had 2/., do a great deal better than if we had no notes under 5/. ; 
but I beg to be understood generally to say, that the transactions of Scotland seem 
to require a small-note circulation. The evil would be less, but still there would be 
a very great evil, and it would directly affect the system which has existed for 
a hundred years past. 

In other words, you think a metallic currency for Scotland inadmissible? — I do 
not say wholly inadmissible ; if it is passed into a law we must adjust our concerns to 
it however disadvantageously for the country. 

You mean, that it would be inconsistent with the welfare of the country and the 
prosperity of establishments such as yours? — Indeed I do. 

Your opinion is, that the present system of banking could not be continued, 
if there was a metallic currency, as proposed, introduced into Scotland ? — Yes, 
that is my opinion. 

If there was a metallic currency under 2 1 . would that be your opinion ? — Yes, it 
would. 



Ft. n.— Scotland. 



Robert Paul, 
Eaq. 



tzi April i8e6. 



But you think the inconvenience would be materially less if 2/. instead of 5 1 . was 
the smallest promissory note ? — The inconvenience would certainly be materially 
less. 



[The witness was directed to withdraw. 



THOMAS KINNEAR, Esquire, is then called in; and Examined as follows : 

ARE you a director of the Bank of Scotland? — I am. T.Kinnear, 

Are you also engaged in banking on your own account ? — Yes, in Edinburgh. ' 

What is the firm of that house ? — Thomas Kinnear and Sons. 

How long has your private bank been established ? — About seventy years. 

What effects do you expect to be produced on the banking system of Scotland, 
by the prohibition to issue notes below 5 1 . ? — I expect the banking system of 
Scotland, as far as it regards that part of our trade that consists in supplying the 
currency of the country, to be destroyed. 

Do you apprehend that the system of cash credits, as at present practised, could 
be continued if the circulation of notes below 5 1 . were put an end to ? — No. 

State your reason for thinking that the cash credits must be withdrawn in the 
event ?— The cash credit is a contrivance of the bank, for the purpose of originating 
and maintaining its circulation of paper, particularly one-pound notes ; when the 
bank’s object no longer exists, of course that part of the bank’s machinery will be 
allowed to drop. 

Will you explain how the cash credits are necessarily connected with and 
dependent upon the continuation of the circulation of small notes ? — I have drawn 
up sometime ago an account of the system of cash credits, and of their operation 
with regard to notes under 5 ; if I may be allowed to read that, it will probably 
give tlie information required more distinctly. 

Was this paper drawn up by yourself? — Yes, it was drawn up in London by 
myself, about a month ago, when I was requested by the Scotch bankers to come 
Lere to state to Government their dissatisfaction with the measure which was pro- 
posed. 

It explains your sentiments upon the subject? — Yes, it does. The Bank of 
Scotland was established by Act of Parliament in 1695. They began soon after 
to issue notes (or, as they were then called, bills or tickets) for too/., 50^-j 20/., 
loZ. and 5Z. Scotland was then a poor country, and did not possess a circulating 
medium sufficient to encourage the industry of its inhabitants. The coined money 
M 4 iti 



Printep image digitised by the University of Southampton Library Digitisation Unit 



21 April 1826. 



96 MINUTES OF EVIDENCE hefore Committee of Lords, ( ■ 826) 

m Scotland, at the Union in 1707, is truly, it is believed, estimated at 1,000 000/ 
sterling ; a large sum, certainly ; but when we consider the unhappy state of ih i 
country under the reigns of the three last Stuarts, of King William, and even unS 
after the last rebellion, it is not to be doubted, that great part of that coin mu t 
have been hoarded in concealment or security ; and that therefore this 1,000 000 / 
of com held the place, both of that part of the wealth of the country which is 
represented by bank notes, and also of that which is now deposited in the banks m 
interest. £.1,000,000 sterling, passing from hand to hand, would have been at 
that time more than amply sutficient for the wants of the country. Previously to 
1704 the directors and proprietors of the Bank of Scotland had received several 
proposals for the issue of “ tickets,” “ stamped brass coin,” or wooden tallies,” for 
remedying the want of a circulating medium of coin below 5/. in value. These 
proposals were all rejected by the proprietors. They were probably conscious of 
their want of experience, and refrained for a time from so novel an experiment, as 
an attempt at so great a change in the currency of the country; being prudently 
apprehensive and uncertain of the result. In 1704, however, the measure was ai^ain 
brought forward, and one-pound notes were issued for the first time. The evil which 
these notes were intended to remedy was the restraint upon the industry of the 
country consequent on the want of a circulating medium for carrying on its manu- 
lectures, agriculture and trade ; and by facilitating numerous small transactions 
the notes formed the most useful accommodation which can be afforded to the poor 
induslnous inhabitants of a rising country. Great part of Scotland is at the pr&. 
sent time still in the situation absolutely to require the aid of this accommodation 
and there is no part of it, however advanced, in which the poorer classes do not sen- 
sib y feel its advantages. During the course of the last century the greater number 
of local bankyiovv m existence were formed, and they, and the branches of the 
greater establishments, have extended the advantages of the system to almost all 
parts of Scotland. 

In the year 1729 the Hoyal Bank, and in the year 1731 the Bank of Scotland, 
commenced the system of cash accounts, and has continued ever since to be in 
operation over the country, by means of the local banks and of the branches, which 
are almost every where established. 

In return for the profit which a bank derives from its one-pound notes occupvinu 
a place in the permanent circulation of the country, which is principally attained 
by the instrumentality of manufacturers, traders, farmers, and shopkeepers the 
bank affords to these the use of capital (taking care that the security is unquestion- 
able) upon terms more favourable to the borrower than it is believed is practised 
under any other banking system. This is done by cash accomil credits, the pecn- 
harities of which transactions arc— first, that the accommodation is more readily 
nmotmt, the bank preferring to grant ten credit 
for look rather than one for ],oook, thereby demonstrating that these accounts 
aie qurie as much for the assistance of the poor as for the accommodation of the rich • 
Secondly that after the permanent credit is given, the option of using it lies solely 
with the borrower not with the bank, as does also the option of the period of repay- 
ment : Thirdly, that the borrower pays simple interest only, not discount interest 
upon the advance to him: Fonrthly, that the repayment, as well as the over-draft, 
s permitted by the bank to be made in small sums, piecemeal ; so that by attention 
in his repayment the borrower saves himself from paying interest on more than 

i” "o'” m constantly 

convert to a safe and profitable purpose the money which he may receive in the 
course of his trade, hovvever small the amount. When the whole advance on such 
an account IS paid up, if the party pay further sums to the credit of his account, he 

steadr"^ 'd Y "’T J''®* ‘‘'''’“‘eges. it is to bo remembered, are 

forme- ^ uniformly afforded at all times to the industrious tradesman or 
the^iank^tl '‘',® Ptu^sional man, or the landholder- To secure to 

hL^faci l ilt r •“ "■‘■ilc to aft-ord 

these fac lities at so little expense to Ins - customer, he 011 his part is to lose 

e“";^ ‘’“''t "’itWran’ing from circulation, the 

notes of every rival bank which come into bis hands in the course of ills transac- 
tions.o of paying away, and thus introducing into circulation, as many of the 
notes ot the bank as ins transactions admit of, always one-pound notes if possible. 
Ihe bank place several checks upon such accounts, of which the principal is, that 
the payments and receipts must be frequent, for in this consists the banker's profit, 
iiiasmucli as the payments are uniformly made by him i.i liis own notes, and tl.e 

receipts 
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receipts are generally in a very great degree in the notes of other banks. Thus, 1*1. ii-scutu.,j. 

supposing a shopkeeper to have a credit for 50 or 1 00 L, if his receipts and pay- 7“^ 

nieuts average 5 /. per day, he may in six months (or 150 days) have placed 750/. 
of his banker’s one-pound notes in the circulating medium of the country. Let it > ^ 

not be thought, however, that this can lead to an over-issue of notes ; the shop- 2, April 1826. 

keeper can only have efiected it by having withdrawn from the circulating medium 
cash or notes to a similar amount with what he has issued. By paying these 
into the bank he has replaced to his credit the small sums, never exceeding 
at one time 50/. or 100/. in all, which helms drawn from his cash credit. In effect, 
the bank becomes to the shopkeeper a sort of distant till, in one drawer of which 
he places all the money which comes in, while from another drawer he is sup- 
plied with that which he requires to pay away ; and he can calculate on the 
loaii of a small sum of money whenever he wants it. But if he permits that 
to become a dead loan, by making no fresh operations on his account for a time, 
say a few months, the bank, not deriving the advantage which it expected, imme- 
diately recalls its advances, and closes the account. It must be obvious that this 
system of small advances does not lead to over-trading ; but it is, perhaps, as well 
for us to follow out tlie bearings of these transactions upon the country. The cash 
accounts assist the exchanges, in preventing any temporary increase of the circu- 
lating medium beyond what is required by the demands of the country ■, for their 
first object is to withdraw notes from circulation ; this the bank knows must be 
done in order to make room for the additional issue of its own notes, which it 
contemplates. 

Cash accounts for small sums enable the poor to be as instrumental, so far as 
their means go, in increasing the capital of the country, as the rich are ; for ihe 
produce of that industry which cash account credits enable to operate, and of that 
capital which they leave at liberty to be employed in trade, goes to increase the real 
wealth and capital of the country 5 and a great proportion of the transactions carried 
on through the instrumentality of cash accounts consists of tlio.se of the poorer 
classes. 

When the system is applied to the case of large manufacturers, employing 
hundreds or thousands of workmen, and possessing a cash credit to a proportionate 
amount upon sufficient security, (and it is generally to such parties that large cash 
credits are given,) one obvious effect is, that the temptation is removed from the 
manufacturer of attempting to issue notes, and become himself a banker ; an error 
or temptation which, if what is said be true, has been a main cause of the institu- 
tion of many insufficient English country banks, whose partners, from being good 
traders, became bad bankers, and brought upon their own district the distress which 
bad banking always produces sooner or later. 

The security afforded to a Scotch bank by its debtor, or rather its customer, on 
a cash account credit, is by bond, with two sureties at the least ; occasionally there 
are not two sureties but frequently many more : the practical effect of which is, that 
the sureties do, in a greater or less degree, keep an attentive eye upon the future 
transactions and character of the person for whom they have thus pledged them- 
selves; and it is perhaps difficult for those who are not intimately acquainted with 
U to conceive the moral check which is afforded upon the conduct of the members 
of a great trading community, who are thus directly interested in the integrity, pru- 
dence, and success of each other. It rarely indeed, if ever, happens that banks 
suffer loss by small cash accounts. 

Another effect of these accounts, inasmuch as tliey depend upon a repetition of 
small transactions, is, while they increase the banker’s security, also to increase his 
assiduity and attention, and to bring under his notice the daily transactions, that is, 
the whole business of his customers, by which means he may become an almost 
unernng judge of their stability. The bank knows, that so long as the circulating 
medium required by the legitimate wants of the country does not increase, the pro- 
portion of it occupied by their notes can only be increased by its success in removing 
the notes of a rival bank ; since any excess of paper put out by a bank, beyond 
what the demands of the country fairly require, cannot be absorbed into the cir- 
culating medium, but must return upon the bank on tlie next exchanging day. 
suppose the circulating medium required for Scotland to be 3,000,000/. ; if a bank 
ijOOO/. of their own notes to be paid away for value by their customers, 
while ijOoo/. of the notes of other banks is received for value by them, and paid 
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into the bank to replace the sum paid away, then the circulating medium remains 
as before, 3,000,000/. ; but the first-mentioned bank has succeeded in appropriatinff 
to itself, at the expense of its rivals, 1,000/. of that medium ; but if the first-men- 
tioned 1,000/. be paid away without displacing a like sum, it must necessarilr 
return upon the bank that issued it; for jf the country require 3,000,000/. of c\r- 
culating medium, and no more, the 1,000/. of overplus will be returned to the 
bank, unless it is to be supposed that the country will hold as dead stock a sum of 
bank notes for which it has no use. 

The manner in which the banks pay immediately twice a week for the notes 
which come back upon them will be stated in an explanation of the system of 
exchanges in Scotland. 

The cash account credits rest upon the basis of the one-pound note circulation; 
they afford to individuals the use of capital in the cheapest and in the most useful 
form ; they encourage a wholesome competition between the banks, and they leave 
the total amount of the circulating medium to be regulated by the demands of the 
public alone, while the component parts of that amount are distributed among the 
different bankers in proportions differing according to the different degrees of suc- 
cess with which each is carrying on this branch of the trade. In Scotland, the 
remote parts of tlie country, the Highlands and the Islands, require a circulating 
medium almost exclusively in notes of a low denomination. The people employed 
in the fisheries, in the kelp manufacture, and in the purchase of cattle, althouoh 
the money employed in these in the aggregate amounts to a large sum, require one- 
pound notes from the banks for the purposes of their trade. The consequence of 
this is, that the one-pound note circulation of some of the banks near these dis- 
tricts exceeds the circulation of notes of 5/. and upwards, by two and a half to one, 
while that of the banks in some of the considerable towns is less than the large-note 
circulation by between one third and one half. If, therefore, the expense and 
inconvenience of a metallic currency were, against the wishes of the people, to be 
entailed upon Scotland, they would obviously fall with the greatest severity upon the 
population and the districts which are least able to bear the pressure. The wants 
of these districts as to a circulating medium are besides necessarily irregular in a 
high degree ; it is only at certain seasons of the year when the trade of these dis- 
tricts is carried on, or that the people make use of their capital and cash credits; 
during the remainder of the year their capital is held at interest by the banks, and 
their credits are little operated on. A paper currency of small notes, from its 
elasticity, and the ease with which it may be acquired Irom and returned upon the 
banks, is well fitted for a country of this description ; while a metallic one is equally 
unfit, and could not be supplied by the banker to the Highlander without an 
expense highly injurious to his trade. Those who are accustomed only to consider 
the facilities with which gold may be supplied to the manufacturers of Lancashire, 
would do well to consider further how a profitable metallic circulation is to be sup- 
plied from London to the banks at Inverary, at Fort William, Thurso, or Wick, or 
to the inhabitants of the thinly-peopled mountainous districts of the Highlanders, 
not to mention Orkney, Shetland, and the Hebrides. 

Do you, in your business as a private banker, give cash credits ? — We do not; 
but I should wish to qualify that answer, lest there should be any misapprehension, 
by saying, that during the seventy years during which our house have been em- 
■ployed in banking, there were two occasions on which we have taken a bond similar 
te a cash-credit bond. 

Were not those occasions out of favour ? — They arose from peculiar circumstances, 
quite unconnected with our general business. 

Have you any objection to state at what period they occurred ? — No ; they arose 
in the year 1824. 

Do you know any private banker, not issuing notes, who gives cash credit?-— 
No j I am not aware that any bankers who do not issue notes give cash credits. 

Will you explain the reasons why the bankers, not issuing notes, do not give cash 
credits ? — The reason is obvious, because they do not deal in that which requires 
a cash credit to enable them to deal in it, namely, currency. 

Do you know any private banker in Edinburgh considerably engaged in any other 
trade? — No j I am sure there is no private banker so engaged m any other trade 

in 



Printed image digitised by the University of Southampton Library Digitisation Unit 



on the cniCULATION OF PftOMISSORY NOTES, &c. 



99 




r 

f 

5 

f 



I 

e 

e 



e 

g 

d 

h 

.f 

e 

d 

e 

£ 



a 

)• 

d 

ts 

e 

y 

n 



ir 



e 



h 

s 



e 

n 



in Edinburgh; there is, however, a banking-house who transact banking business at p>- ir.-sa>tin^. 
the same time that they are in the cloth trade : there is a bank which issues notes, Ki^near, 
where the partner is engaged in another trade, Mr. Maberly. Esq. 

Can you say that Mr. Maberly is only engaged in one other trade r — I do not ,^priliBs6. 
know how many trades Mr. Maberly is engaged in. 

Do vou believe, that it' notes below 5 1 . were prohibited, the banks could continue 
their branches at their remote stations? — No, I think not; and I know that the 
bank I am connected with could not continue its remotest branches. 

How many branches have the Bank of Scotland ? — Fifteen. 



You are of opinion that your bank could not continue the branches in remote 
stations? — I think it could not; and I will state the reason I make a distinctiou 
between branches in remote stations, and branches which are near the head quarters, 
and which lie in large towns. It may be difficult to say where a line should be 
exactly drawn ; but the extremes are very plain. The banks who have branches in 
large towns as well as in the country, the Bank of Scotland, for instance, may retain 
the one without the other ; for instance, we have a branch at Glasgow which I know 
we should retain, because at Glasgow there is a great demand for capital and for 
discount, which it is profitable for us to supply ; but we should not retain a branch 
where there is little trade in capital, but a great demand for currency. 

All the chartered banks grant cash credits, do they not ? — All banks in Scot- 
land which issue notes grant cash credits. I will take the liberty to say, that I shall 
uniformly apply my evidence to banks which do issue notes, unless I specify the 
contrary’. 

Do you give the same interest for deposits at all the branches which you give at 
the head bank ? — We do at the present time, but have not always; the rate of 
interest on deposits has varied very materially. 



State the variations within the last ten or twenty years ?— During the last years 
of the war the common rate was three per cent on money if it lay six months, and 
four per cent if it lay more than six months; I think it was then reduced to three, 
and ^ree and a half, then to three entirely ; it has come gradually down to two and 
a half, two, and last year, for the first time since I recollect, there were large sums 
of money in our hands without interest at all. There has been a gradual reduction 
of the rate of interest since the last peace till the present time, and now the interest 
is four per cent ; it was raised to four per cent last winter. 

Why was that great alteration made the last winter?— The reason that great 
alteration was made was, that the banks saw it would be better to keep the capital 
as it was in the country, than to run any risk of people being suddenly determined 
to recal those deposits by an inducement to purchase in the low state of the public 
securities, or to avail themselves of the high rate of interest in the market ; the rate 
of interest in the money market regulates the interest on deposits. 

For how long a period were the deposits in your hands without interest ? —In the 
spring of 1824 the banks in Scotland began, in some instances, to decline accepting 
deposits at all. In the autumn of 1824 the great banks made an express rule, that 
they would not accept of more than, I think, 5,000/. from any one depositor; they 
allowed two and a half per cent on the first 3,000/. and two per cent upon the 
remainder of the 5,000 and above that they would not allow any interest ; that 
was the general rule with the great banks at that period ; there were many people 
who preferred leaving their money, though they received little or no interest, to 
taking it away ; that commenced in 1824, and continued in 1825. 

At present you pay four per cent on all deposits ? — At present we do. 

Was that you have stated the general rule of the banks in Edinburgh respecting 
deposits? — 5Jo; the general rule upon which, I believe, all the banks acted, was 
not to allow more than two and a half per cent and under that rate the banks made 
variations in their rules, according as they pleased ; the general rule was, not to 
allow more than two ?nd a half per cent, under any circumstances ; the details 
were arranged by special bargains with the depositors. 

Can you not {irocure, and lay before this Committee, the rate of interest, yeM* 
by year ? — Y cs, certainly ; I will do so, if desired. 
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At what rate do you discount, or what interest do you charge on money lent 
now ?— Five per cent. ^ 

What interest did you charge at the several periods to which you have referred "> 

When the interest on deposits was reduced, we ^barged four per cent. 

Did you make the proposition to the persons having the sums of money in' your 
hands on which you paid no interest, at once to raise them to four per cent ?— Yes 
we did. ’ 



Was there no intermediate gradation ?— There was a gradation, for, I think 
about three weeks, in November last. * 

All the banks concurred in the measure?— The banks all followed each other in 
the measure ; the Royal Bank began, and the rest followed, I think. 

Have the depositors the power of recalling their deposits without notice? 

Generally speaking, they have. 

Do you do the business at tlie branches on the same terms on which you do 
business in Edinburgh, as to interest, and so on ? — Y es, generally ; not always. 

What do you consider as the amount of deposits in Scotland?— I made a calcu- 
lation, by which 1 conceive that they are about twenty millions sterling. I think 
that they cannot be three millions less, nor three millions more than that. 

Were they considerably reduced at any period in the course of the last year 
I cannot speak as to that ; they were not, to my knowledge, considerably. 

How are the remittances transmitted from Edinburgh to the branches ?— They 
are transmitted by coach, by private messengers, and occasionally in other ways. 

They are transmitted in notes ? — Our remittances to our branches are transmitted 
in our own notes and in silver. 

Do the proportions of small notes to large vary much, according to the particular 
trade of the respective branches ?— Very much indeed. In those parts of the 
country where the transactions are small, and the population agricultural, the small 
notes outnumber the large very much indeed. 

• ft" generally, what is the proportion of your large and small notes 

in Edinburgh and the large towns r— I cannot state that accurately, for we have no 
means of comparing precisely by our books the one with the other ; but I should 
think, as the average of small notes forms a little more than one half of the whole 
circulation of Scotland, and, I believe, that the actual circulation of one-pound notes 
in the remote and distant districts is so great as to be in some particular districts 
twenty to one, 1 should suppose, in the large towns, it must follow as a matter of 
course that the proportion must be considerably the other way ; the difference will 
be much ^eater the one way than the other ; however, when I say twenty to one 
1 restrict that part of my answer to some few and distant districts. ’ 



In the event of a prohibition of small notes, would it be necessary to supply the 
general branches which you might retain with gold to an equal amount to the small 
notes you now circulate there?— To supply them with gold originally, certainly. 

And to continue the supply to the same amount?— Yes, to continue the supply 
to the same amount ; at the same time it is fair to state that the branches which we 
should retain do not require a large supply of one-pound notes to be sent at all 
times , being confined to the great towns, having regular exchanges of their own, 
bank with bank, they do not require the frequent large remittances of one-pound 
notes to be sent them, in proportion to the transactions there; how it mi 4 t he 
With respect to gold 1 cannot say exactly. ® 

f°7«aiuing those branches, that in the case of the 
towns in which yon might keep them they would require a smaller proportion of 
11, . .u require comparatively smaller supplies, 

t“em* there is rich enough, if they choose it, to pay us for sSing 



.1, you apprehend the prohibition of small notes would render it necessary for 
the banks to dimmish the interests on deposits ?-That is a very difficult question. 
1 do not think it can with propriety be said, that any thing which is connected witii 

the 
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be predicated to render it necessary for us to diminish the rate of interest on depo- " 

fits ■ but the rate of interest, abstractly from the local habits, and wishes, and ‘ £^0^“’"’ 
customs of the people, is in a great degree nieasured and regulated by the value ' 
of capital, at a certain rate of interest throughout the country. I can conceive ui Apiil 1826. 
a state of things where those causes would operate to oblige us either to relinquish 
our deposits, or to allow a rate «f interest equal to that which we do ; if the one- 
pound notes were withdrawn, we should certainly endeavour to keep our deposits 
at the cheapest rate we could, but I do not know how far we might be able; if the 
general rate of interest fell so as to oblige us to lower the rate of discount again, 
the public would willingly accede to having the rate of interest upon deposits 
diminished, but unless the public choose to submit to that we cannot do it. 

Can you form any estimate of the number of cash-account bonds in Scotland? — 

I did form an estimate ; it is grounded on what I know myself of the number in 
the banks with the affairs of which I am acquainted ; and on a calculation I have 
made of the probable amount among other companies, and from some returns 
I have received, I think the number of bonds is between nine and twelve or thirteen 
thousand ; probably ten or eleven thousand. 

Can you form any estimate of the average amount of each? — I could certainly 
form an estimate if I tried to do it, but I do not think that is of practical use. 

Within what limit would they be? — The lowest bond is either 50/. or lOoL; 
there are bonds of a hundred or a little lower. 

What is the average amount of cash credits? — I can only give my own conjec- 
ture. I should think the amount of bonds for which the banks are under engage- . 
ments must amount to about six millions sterling, or about, probably, a million 
more or less. 

When a bank takes a security, does it take security from each of the persons to 
the amount of the cash credit it gives, or do the two together give a security for 
that amount? — ^The securities join to the amount of the credit collectively. The 
reason I said that the bank was under the engagement by the bond is, that when 
the bank grants the bond, it does not give away the money ; the bond is a promise 
to pay, which can be called for on demand, and therefore the bank is in the 
power of the customer, but the customer is not in the power of the bank till it pays. 

Are the securities co-oUigants, or are they bound only in security? — That 
depends upon circumstances. If the bank has reason to think the security not very 
ample, it w'ould require them to be co-obligants ; if not, it would be satisfied with 
the division of security. 

Have you not a general form of bond ? — Yes, 

According to that general form of bond, are there two co-obligants r — Y es, there 
are ; when it is not so it is an exception. 

In the paper you read, you stated there were occasionally not two securities ? — 

Occasionally ; where a person has very ample and indisputable good property to 
offer, where he is not in the class of ordinary customers on cash accounts, cash 
accounts are occasionally granted on other security, as mortgages or assignments 
of stock ; and therefore, where the personal responsibility of the person who gets 
a cash account of that description is of a very indisputable nature, I have known 
various instances of the banks doing so ; but even in those cases where there are 
assignments of property of that description, we should have two personal securities 
besides, except in the cases to which I refer. 

Are there not many cases in which there are more than two securities? — Very 
frequently ; I have known as many as seven, eight or nine. 

What do the directors require to satisfy them of the security of the parties ? — 

Ihe directors make inquiry, in the first place, as to the character of the person who 
applies for the account, into his circumstances and trade, the probable use he is to 
make of the money he may draw, and what the amount of his transactions is likely 
to be ; they ascertain his security by general inquiry. 

You have stated that the suppression of small notes would make it necessary 
greatly to diminish, if not altogether to withdraw, the cash credits? — I have .‘aid 
N 3 that 
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Ft, II— Sc otland, that the suppression of one-pound notes would make it absolutely necessary • rt 
T. Kinnear, destroy the cash credits, for it would render them an unnecessary, and to th 

banker, a much more expensive mode of lending and borrowing money than by bill* 
' ' or otherwise; in fact, the money being advanced on cash accounts is mcrel^ 

ai April 1826. contingent to the account ; the account is one for promoting circulation. ^ 

Could not notes of other denominations besides those of one pound or one 
guinea, be sent out for that purpose?— Undoubtedly they might, but they would 
not pay ; it would be quite as easy to issue them in any other way. 

Could notes of 2 1. be issued for that purpose ?— No ; 1 think whenever you uet 
to that point, that you must, by force or otherwise, have the gold there, you get to 
the point where you can draw a line whether a banker can or cannot make both 
a safe and profitable business of supplying the country with currency. 

Why so? The reasons that apply pervade the whole system. One very strong 
reason is, that where a number of banks have all an interest in the currency, they 
are steady and determinate in their operations upon the currency, which are to tend 
to their own benefit ; vyhere the currency is metallic, no banker has an interest in 
making an alteration in the state of the component media which form the entire 
currency. The banker’s business at present is, supposing the total amount of the 
currency to remain the same, to alter the proportions of the different media of which 
Jt IS composed, making his own as large, and his rival’s as small as possible ; he must 
begin at the right end, by withdrawing his rival’s circulation, because it is impossible 
tor hjs own, if it gets m, to stay in, unless there is room for it: that operation beats 
upon the safety of the system in this way, that it renders it impossible for us to have 
^ in bcotiand that superfluous circulation which we consider to be the foundation of 
a run upon banks, wherever that run does not originate from a suspicion of their 
solvency. WTere the circulating medium is precisely equal to the demands of the 
country, and no more, where it is just able to represent the circulation of com- 
modities, it is neither in excess nor is it too small, it is right ; that is the state of 
our circulation in Scotland ; at all times the operations upon the cash credits, 
combined with our aiTangement of exchanges, produce that effect. 

Would not your safety be greater by a metallic currency rather than a small-note 
currency, as it would appear that in case of alarm the small notes would be first 
brought in for payment? — No ; because on the supposition of an alarm it is imma- 
terial to us whether our small notes come in first or last ; they form so very incon- 
siderable a proportion of our engagements, that if there were really an alarm as to 
our solvency, we should not consider the small notes as a thing of material con- 
sequence. ® 

orofctf “’t 'h"! »o'es so diminish the 

prMs ot the banks as to prevent their giving the accommodation they no* give = 

Ihey viould give every accommodation that dealers in capital can give, oniv 
they would not give that accommodation ivhicli is and always has been peculiar to 
us, as dealers in currency, as supplying tlie one-pound currency ; they would give 
the public every accommodation in loans of capital, according to ‘the rules of orudent 
bankers dealing m capital ; but they could not give to those'' parts of the public who 
cThe’ “I'icb they have from cash accounts, 

loH T ^ h j T being able to supply the currency of the country : 

nnfes P'“‘"8 Sovereigns by law in the counlry, to the exclusion of 

trade ^ the bankers making dealing in currency a profitable 

Why ?— Because the cash-account bond, as I explained before, is not an advance 
toureSo: m >0 do that, at Li definite 

i^he b^d \hat hid f certain limitations, which is expressed 

in the bond, that bond and that engagement leaving the banker in the nower of 

goW^arriUf L'”™ 1/PPf '“"d “'c banker dare not do that if the currency were 
ibligatTo! " ^ ‘ "'‘“b was to dischaige the 

dea\’more Patticular currency ?-It is a great 

Srihi ,lofi?tlso,“‘u„thZr'"’“ 

Is It not an advance of capital to the extent to wliicli tlic casli credit is called 
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awii uJt ?— Yes it is. Suppose I grant a cash account to-day for 50U 1 . ; p»- it.- 

if I am pradent” I “y s'**'® “ T. Kinder, 

aoo / which, as it is in my own one-pound notes, cost me little or nothing; there £,y. 
it is •* my customer, perhaps, may not require to overdraw his account till next 
r’ in'^fact he may pay in money upon the account, for which I allow him ' 
interest. If I i'a^e made that deposit in gold I must be losing the interest on that 
sold 5 making a loss of the whole amount of that which the gold cost me till 
lerhaps seven months or a year hence, when that person may avail himself (which 
may be at a time very inconvenient to me) of his power to draw upon me. I give 
him the gold, glad of the opportunity ; the next day he may avail himself of his 
second option, and return it ; so that I may have lost, for the net benefit of one 
day, the gross profit of one year; and that system could not go on with a gold 
currency. This I put as an extreme case, to show the principle. 



Are cash credits often taken out in such small sums that they could not be 
paid in five-pound notes ?— The great majority of cash credits are taken out for the 
purpose of carrying on transactions so small that they could not be paid in five- 
pound notes ; and if we were to attempt to pay them in five-pound notes, it must 
follow of necessity that persons requiring to carry on those small transactions must 
present our five-pound notes for the small currency of the country, whatever it 
might be. 



t Then the real disadvantage you would be under would be the stock of gold you 

‘ would want, and the expense you would be at in keeping the stock of gold, which 

^ I you are not obliged to be at now? — The question of merely pecuniary profit and 

“ ' j^cuniary loss can be estimated by the interest on the gold ; but 1 say we would 

^ not do it, for we would not continue the system at all ; it could not be profitable 

to us. 

! Y'ou consider the loss from the being obliged to keep such a stock of gold to be 

f such that you would not continue that business? — We should not continue that 

branch of our business; we should do as the solid English bankers do— deal in 
’ capital, and not in currency ; we should give up our system, and adopt theirs, or 

something like it. 

: ' You think the great objection to introducing a Bill prohibiting paper under 5/. 

[ is, that it would get rid of the cash accounts altogether ? — No ; that is not the 

case in ray mind. 

' Is not that the great objection ? — No ; the great objection is, that it would abolish 

’ the banking system ; the cash accounts are merely one of the means by which the 

system exists. 



Would not all the other business of banking go on the same, except the credit 
which you give through cash accounts."' — No; I think the business of banking 
would become a different business. We should carry on banking ; but the word 
banking now means one thing, and then it would mean another thing. 

You have drawn a distinction between a banker who deals in capital and 
a banker who deals in currency ; you have represented yourself as a private banker, 
as dealing in capital, and as a director of the Bank of Scotland, dealing in currency, 
have you not ? — Yes. 

Is it not your opinion, that if this regulation was to take place the banks in Scot- 
land, who now deal in currency, would be obliged to become bankers dealing in 
capital? — Yes, that is my opinion. 

But would they not be bankers dealing in currency, only bankers dealing in cur- 
rency of a larger denomination? — Yes, they would; and I think they would be 
then very much in the situation of English bankers ; that our peculiar system must 
be broken up, and we should be neither more nor less than English bankers. I can- 
not measure the disadvantage of the proposal to take away our one-pound notes 
by cash credits, or any thing else being lost, but by the whole system being 
destroyed. 

Would it not therefore be necessary to contrive and adopt an arrangement of 
banking entirely different from your present ? — Yes; it would be necessary for us 
to relinquish entirely that part of the machinery of oiir business which reiate.s exclu- 
sively to supplying ilie currency, because we could supply the currency of larger 
A notes, 
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notes, as the public demanded it, on discount and ordinary accounts • thev will td 
It as they want it. •' » j uKe 



Would you not then supply the currency by five-pound and ten-pound 
so onr — Yes, we should, as suited ourselves, on our own terms. 



notes, and 



In that case would you allow interest on deposits on the new system th‘ 1, 
that we should not do so rash a thing as to break up at once the plan of allow n» 
interest on deposits; we should give it a trial, I do not know how it might do^ 
Ldioburgh is a great capital, and there is a great competition there. I do not know 
whether it would bring us into the situation of London bankers, who do not allow 
interest ; time would show that. 



Are you not of opinion that it would cost the public in Scotland a great deal 
more to get the same accommodation which they now receive, through the bankin» 
system prevalent in that country ?— Yes ; I am of opinion it would cost all classel 
01 -the public, who continued to receive the accommodation more ; and I am of 
opinion It would prevent our giving any accommodation at all to many of those 
classes to whom we now give it. 

Who are those classes to which you refer?— The lower classes of iieople 
who require small sums of money for their purposes; no great banker in any country 
but our own, I conceive, Mould be content to make advances in such very small 



What d^ses of persons form the large and steady depositors in the Scotch 
banks: The middling and the lower orders of society; industrious poor peonle 
who are saving their money; and small capitalists, who have realized a moderate 
sum ot money, upon the interest of which they live. 

Do many people live upon the interest of their deposits, as far as you know-:— 
Y es, a great many. 

Ymi have stated that you conceive the prohibition of notes under 5 1, would have 
the effect ot destroying the present banking system in Scotland; do you hold the 
same opinion m the event of notes only under 40 s. being prohibited r— I cannot 
answer that question decidedly to my own mind ; for I am not sure what would 
happen if notes ot 40 i.. and not of 20 were allowed to issue; but one of two 
things must happen, either sovereigns would come in, or they would not. If we 
w ould still conduct our trade with so much prudence and industry as to enable the 
?he h? notes, and to fill up the gap with silver, so that 

? i.'^? I, -T *1““^ tnoon^onintice as to make them demand gold 

(which they might do at any moment), in as far as we have been informed of the 
intentions of the Legislature, their intentions would be nugatoiy : I understand it 
It of “'?/-ng">l‘;t“to to filve a certain supply of gold in the country. On 

rtie other hand, if sovereigns were to come in, which the people would undoubtedly 
have a fair opportunity of demanding, that would produce the effect I have de- 
scribed, and destroy our system. 

Supposing, then, all notes to be prohibited under 40 .v., and that to be accom- 
panied by a law that made 20 s. the utmost tender in silver, whereby sovereigns 
must be introduced would the effect of that be to injure or destroy^the present 
banking system of Scotland .r— I have already said, that to introdure sovereigns 

renltshiZ 'vill'oufa 

iMenty-snulmg currency, I conceive. ^ 

Do you conceive, then, that the practical exclusion of a gold currency is necessary 
to the present system o banking in Scotland ?-That is an abstract pricipL which 
fcM f ’ present system of banking in Scotland per- 

nfdfZ Zv wm h necessary ; the public must be left at litety to choose the 
medium they will have, or our competition never can go on. 

t>u7too'effec’’t »>ew?-It is an exclusion 

put into effect by the public tnemselves, not by the bankers or the Legislature. 

But It amounts in Scotland to a practical exclusion of gold ?— At present it does, 
m so tar as regards the currency of the country. 

onfZnZf Z** a cash credit for 500/., and that the person took out 

oninion ?1 ™"=reigns, would that, in your 

opinion, have the effect of destroying the system ?- Yes, it would. 

You 
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You have said, that granting cash credits cannot tend to over-trading; will you 
explain the reason why you have stated that that is obvious? — Cash credits are 
formed on the principle of withdrawing from circulation so much circulation as can 
be withdrawn ; you never can withdraw more from the circulation than the super- 
fluity of it, at least permanently not ; therefore, as the cash credits do not encourage, 
but go against a superfluous circulation, they cannot lead to over-trading. Inde- 
pendently of that, over-trading, as far as a bank in Scotland, under our system, is 
concerned, can only be caused by an over-issue of capital. Cash credits have 
nothing to do essentially with the loan of capital. These are the reasons that it 
appeared to me obvious. 

Does not the circulation of Scotland at different periods of the year vary greatly 
in amount? — In. order to make my answer intelligible, it will be necessary for me 
to state my ideas of the circulation of Scotland, which is very different from the 
circulation of this country; it varies very materially from different causes, not only 
at different periods of the year, but at different periods of the week ; it fluctuates 
exceedingly from day to day. 



Pt. II.— Scoilaml. 
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Have the goodness to state what are the variations, and at what times they arise ? 

’ — The two great periods of the year are Whitsunday in May, and Martinmas in 

[ November, when all the great periodical transactions of the country take place; 

‘ there are not only the interest due on mortgages then settled, and annuities pay- 

able at that time, but it is usual for the country people to come and receive interest 
I upon their deposit money, their few pounds, which they take back to the country 

, to spend during the ensuing half year ; the servants receive their wages at that 

! time, and there are frequently very large tranfers of property by mortgage. The 

custom of Scotland is to settle all in bank notes, large as well as small. There are 
four other certain periods of the year of minor consequence, Candlemas in Tebruary, 
Lammas in August ; and in Aberdeenshire, in the town of Aberdeen, there are the 
20th of June and the 20th of December, which are called the Aberdeen Terms ; 

[ those banks whose circulation is connected with Aberdeen, for instance, have large 

' fluctuations at those times. The total circulation fluctuates considerably at the 

other periods. 

> What are the causes of weekly variations?— Tlie cause of the weekly variations, 

! I should rather say the daily variations, is, that the custom of the country is to conduct 

; all transactions of property through the medium of bank notes, by which every sort 

t of property is transferred. The same sort of transfer and purchases made in many parts 

, of England, in Lancashire for example, and I believe sometimes in London, by 

I passing bills of exchange from hand to hand, are made in Scotland by handing one- 

; hundred-pound notes from hand to hand. Every bank, in its account of circulation, 

1 sees the total amount of notes which it has received from the Stamp Office, on de- 

r ducting the amount left in its own coffers, the balance is out. Now, sometimes, it is 

obvious, if a man is transferring a mortgage of 100,000/., which is an extreme case, 
the circulation of Scotland may vary 100,000/. in a single day ; that is not the real 
circulating medium of the country between dealer and consumer and between con- 
sumer and consumer; that is a different thing; that I should call the net circulation. 

' I believe such great transfers of property are made in London by checks. 

Do you not think that the great variations to which the circulation of Scotland is 
thus liable would create a much greater expense in providing a gold currency for 
them, than they would if the currency was less fluctuating? — Undoubtedly; it is 
one of the advantages of a well-regulated and safe paper circulcilion, that the medium 
can be accommodated to the commodities without expense. 

Are not those large transfers of property which you state to occasion this great 
fluctuation made in Scotland in bills of 5 /. and upwards? — In one-hundred -pound 
notes. 

You have spoken to there being great fluctuations at various periods of the year 
in Scotland ; take the same month, or the same day of the month, in two consecu- 
tive j'ears ; does not the currency issued by your bank come nearly to the same 
thing.-- — Yes, in point of fact I think that it is so, but it is not so in principle. 
1 believe that our business is a steady one in that respect. The principle of our 
circulation is, that no matter what may be the total amount of the circulation, that 
the public will regulate for themselves, we try to alter the proportions, to make our 

245- O own 
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owD as large as we can ; and, according to our return at a particular time, ours may 
be larger and our neighbour’s less, or his larger and ours less. 

What is your par of exchange between Edinburgh and London ? — Our par ig 
twenty days; we draw for the public at twenty days. 

That remains a fixed par ? — For several years it has been twenty days. 

You mean that you give bills at twenty days for lodgments made with you? 

Yes. 

Is the revenue remitted on those terms? — Yes, it is; the rate was formerly 
higher ; that is one of the consequences of competition in our system. 

Is the rate of exchange between Edinburgh and the other parts of Scotland 
uniformly in favour of Edinburgh? — Yes, it is uniformly. 

Do you observe a constant determination of the currency of Scotland from the 
country and provincial towns to Edinburgh? — Yes, there is a constant determina- 
tion; it is but just marked in some parts in the silver coin, in others it is pretty 
strongly marked, but of course not very materially ; but in a circulation of one- 
pound notes it is marked very materially. What I mean is, that supposing we 
sent 10,000/. of one-pound notes to Inverness or Fort William, those small notes 
find their way back to Edinburgh, we cannot tell how, but they come; and the 
reason we know that it is decided is, that our agent sends us word if we do not 
send him notes by coach there will be none left in the country ; that his supply is 
exhausted. 

Do your notes generally remain in circulation in the country, or do they return 
to the bank, and consequently require a constant supply to your distant branches ? 
—They come in of themselves, and we must in the usual manner prepare to supply 
the public with them at those branches, by sending notes down there. 

What do you calculate to be the expense of bringing gold from London to 
Edinburgh? — It used to cost us little less than iL per cent, because the Scotch 
underwriters insured us at half a guinea per cent ; we tried to reduce it to 5f. ^d.; 
they refused it ; and we insure it now in London at 5 j. 3 d. It cost us from half 
to three fourths per cent. 

Have you made a calculation what would be the expense of transmitting gold to 
your branches in Scotland, in the event of a suppression of small notes? — No, 
i never attempted that. 

You are aware that that expense would be considerable? — Very considerable 
indeed. 

Do you apprehend, that if small notes were prohibited, and your system of 
banking changed, a great difficulty M’ould occur in finding the means to pay wages? 
— Yes, I am certain that considerable difficulty would occur; at the same time it 
certainly is not an insuperable difficulty; it would be a difficulty which would bear 
very hard on the small dealers and persons of small capital ; those who have large 
concerns would of course pay the bankers for the gold, but I know it must require 
a considerable profit indeed to induce the bankers to supply persons with gold. 

Do you think the bankers would have great objections to undertaking to supply 
gold without making a considerable charge for it? — Yes, I am certain they would. 

How do you know that ? — I put the case to myself : I consider what I should do 
if a person came and said, he wanted me to supply him with one thousand 
sovereigns a week to pay his workmen. I should first take that as an evidence 
that the sovereigns were not to be procured there for a supply of that kind, or he 
might collect them himself, without my charging him a high rate for them ; I should 
consider what would be the expense of bringing them from London, what would be 
the trouble, and I should add a handsome profit for myself. It would be a very 
troublesome and disagreeable business. 

Would you like to undertake the supplying him with five-pound notes for the 
same purpose ? — Not at all, if one-pound notes were prohibited. 

Why? — Because he would want sovereigns, and would demand them of me. 

Have you ever known an instance of a banker’s declining such a trade in England, 
g or 
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or elsewhere? — Yes, in England; we have never been tried in Scotland j I know pi. ir.-ScotUad. 

such an instance now in England. ^ 

Have the goodness to explain what you mean? — The case is this : A manufac- , 

turer, who, I believe, employs about one thousand five hundred workmen in the Y 

woollen trade in Leeds, in consequence of the failure of Mr. Wentworth s Bank, 
who happened to be his banker, was unable to pay his workmen in one-pound 
notes. The great bank in that part of the country, Sir John Beckett’s Bank, would 
upon one occasion, out of friendship, as a favour, have given him one-pound notes, 
but only as a favour, and only for once, for they said, which was very obvious, that 
as they had to provide gold for those notes, it was quite clear it would be injurious 
to them. The manufacturer now receives from his own bankers. Sir William 
Curtis and Company, his box of sovereigns by the mail weekly, and pays his 
workmen wdth them. He offered to the Leeds Bank, if they would accommodate 
him with their one-pound notes, to give them in return five-pound notes of the 
Bank of England, which he would bring down ; but they declined it. It would 
prove this, that those sovereigns, when paid away to- the workmen, do not remain 
in that part of the country; for the manufacturer to whom I allude always brings 
his box down, and yet the sovereigns do not go into the Leeds Bank, but they dis- 
appear to a place where there is a demand for them ; to Lancashire, I suspect. 



Is he in the weekly habit of bringing down sovereigns to the extent he requires 
for the payment of wages ?■ — He is in the habit of doing it periodically ; I am not 
quite sure whether weekly. That state of things does take place ; and if it took 
place at such a distance as Aberdeen or Glasgow, it would be an evil of much 
, greater consequence than so near to London as Leeds is. 

Do you conceive the system of exchange between the Scotch bankers operates as 
an effectual check to the over-issue of any of them? — Yes ; with this explanation, 
that it is no check to the over-issue of capita) ; if a man chooses to appropriate his 

, capital foolishly, it is no check to that. It is not a check, littrally speaking, to the 

^ over-issue, but it is a check which brings back his superfluous paper within four 

days at the very latest ; and that system of exchange, combined with the operation 
f of the cash accounts, not only brings back within the fourth day the whole super- 

fluous circulation of the country to each particular bank, but it brings back every 
day into the banks generally the whole superfluous circulation. I have a paper 

* which perhaps will explain that. “ It has already been slated, upon supposition, 

' that that part of the circulating medium of Scotland which consists of bank notes 

amounts to 3,000,000/. sterling, the component proportions of which belonging to 
j each bank are in a state of constant fluctuation. The effect of such a state of 

things on each particular* bank is, that a certain portion of its notes are perpetually 
being driven out of the circle, and returned upon the bank for payment. These the 
^ bank pays in cash, or something equivalent to cash. If the notes be presented by 

a private individual, who does not choose to demand or accept of gold, be is at 
^ liberty to name the equivalent which he wishes to receive; for instance, a receipt 

^ of the bank bearing interest, or a bill on London, or on any other place, at the 

' ‘ usual par, which of course the banker can have no objection to give. If the notes 

’ I be presented by one bank to another, the equivalent agreed to be accepted of is, 

if in a country town, a bill on Edinburgh at sight ; if in Edinburgh, a bill on London 
^ at ten days date. The notes of Scotch banks are generally issued either upon 

cash accounts, current accounts, deposit accounts, or discounted bills ; and in 
order to explain the true state of the circulation, I shall endeavour to trace the 
J fate of the notes thus issued. The notes which form the circulating medium of 

* Scotland are either lying in the possession of individuals or other parties, or are 

’ passing from hand to hand in active employment; and every bank is desirous to 

' increase the amount of its circulation of this description, at the expense of that 

of its rivals ; but after the wants of the public for this species of circulation are 
' supplied, which is commonly done by the issues of the banks upon cash accounts, 

^ and upon the checks or drafts of those having money in their liands, there is another 

portion of the circulation, chiefly consisting of notes of a high denomination, of 
3 which very little finds its way into the extended circle above described, viz. the 

notes issued by the banks upon discounts, which being almost invariably required 
by the discountees to meet immediate and definite engagements, do not get dis- 
persed among the public, but on the same day on which they are issued by one 
^ bank are paid into another, which, upon the succeeding exchanging day, presents 

r I 02 them 
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Pt. n.-4cotiaQii. them for payment in cash to the bank who issued them upon the discounted bills 
' The exchanging days at Edinburgh are Monday and Friday, it being a matter of 
private agreement among the banks themselves, that none shall present to another 
any of its notes for payment in cash upon the intermediate days ; and it is obvious 
that the facility afforded to the banks by this arrangement is so trifling in point of 
time, that they are forced, before discounting any bill, to be equally careful that 
they have cash ready to the amount of it, as if they knew’ that the person to whom 
they discount the bill was, immediately upon receiving the notes, to turn round and 
demand cash, id est, gold, or something equivalent to gold, for them. The bank 
whose notes are presented to it on the exchange day by another bank, pays for 
them by a bill upon either the Bank of England or their London banker, at ten 
days date ; this fading due on the thirteenth day thereafter, if to these thirteen days 
be added the period between Tuesday and Friday, viz. three days, it will be 
observed, that an Edinburgh bank does, in fact, advance the value of the bills which 
it discounts, either immediately in cash at Edinburgh, or in the currency of London, 
upon the sixteenth day thereafter. This proves that the discounts of Scotch banks 
must be made from capital, and that, barring the inconvenience and expense to all 
parties, the bank might nearly as well give cash as its notes to its discount customers. 
The profit upon these transactions arises from the employment of capital, not from 
the circulation of notes ; and it is further to be borne in mind, that a bill on London 
at ten days date is, at Edinburgh, more valuable than gold, for the net value of 
a large sum of gold is its produce at the price of the day, deducting the expense 
of transmission to London, which, according to the present rate of exchan^^e, 
exceeds ten days interest. Each bank holding upon every exchange day a certain 
portion of the notes of every other bank, instead of drawing upon London for the 
whole amount of the demands against it, presents in its turn to every other bank 
that certain portion of its notes, and then the bank against whom the balance turns 
draws for that balance only ; it cannot, however, fail to be observed, that although 
the bank against whom the exchange turns thus draws for a part of its retired issues 
only (viz. that part which formed the excess of its notes presented for payment over 
those which it held of the bank so presenting them), yet the remaining part it had 
in effect previously retired by cash, or something equivalent to cash, in Edinburgh, 
because it could not have acquired possession oAlie notes of that other bank without 
having given for them cash, or an equivalent equal to it. Suppose the bank A to 
discount to the amount of 20,000/. on Tuesday, Wednesday and Thursday, while 
the bank B. on the same day discounts to the amount of 10,000/., A. knows that 
some one of the neighbouring banks will have a claim against him on Friday for 
20,000/., and B. that one will appear against him for 10,000/. Suppose it to 
happen that A.’s discountees have been B?s debtors, and vice versa, and that the 
notes issued by the one have been paid to the other. It is quite immaterial whether 
on Inday A. draws a bill to B. for 20,000/. and B. one to A. for 10,000/., or only 
one bill pass between them, viz. A.’s to B. for 1 0,000 /. ; each has paid the full value 
tor his notes ; A. by a discharge to his debtors for one half, and by payment in the 
currency of London for the other; B. by a discharge to his debtors for the whole. 
Ihus the check which the exchanges impose upon Scotch banks, when stripped of 
Its technical expressions, is, with regard to issues on discounts, simply this : that no 
bank can discount without capital, because its notes immediately return upon it for 
payment. Such advances, therefore, are made by the loan of capital, not of credit: 
and the banks have an entire control over such issues, because they are in reality 
issues ot capital from the first, and, but for convenience sake, any other vouchers 
than bank notes might be given in the first instance. In the case of large simul- 
taneous issue of notes to meet a particular emergency, such, for instance, as 
a great market the sarnie process may be observed. At the large cattle markets, 
at stated periods, 50,000/., 60,000/., and 
,0,000/., and even larger sums, are required in notes of the different banks; 
but these notes do not go to increase the permanent circulation of the country * 
^epective banks who have issued them, sometimes 
within foity-e ght hours, and are in reality an advance of capital. The notes with- 
drawn from the pernianent circulating medium by the banks, by the operation of 
cash accounts and otherwise, are m like manner returned on the exchangina days. 
It IS only from experience of the average returns that any bank can calculate what 
amount of this species of circulation is to come against it for payment, because, as 
InH c.f f^escribed in treating of cash accounts, it must depend upon the activity 
and .ucccss of the banks rivals, as well as upon the wants and preferences of the 

public. 
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nnhlic So that, with regard to this species of circulation, and this is chiefly com- Pt. ir,— ScotUnd. 

posed of one-pound notes, the wholesome check upon the bank by the system of — 

exchanges consists in the extreme facility by which they enable the public and 

other banks to return large sums of their notes upon every bank for payment, and , 

in the certainty and regularity with which, as every bank is conscious this return is, 2 \ riTiSie 
in point of fact, actually made; for considerable sums must, and very large sums ‘ P" 
may be, returned upon each bank twice a week from this description of circulation. 

The arnount of this species of circulation tlie bank cannot control with the same 
certainty that it can its issues upon discounts, because it must pay the drafts of its 
creditors; and if the public do not return its notes upon it for payment, the bank 
cannot compel the notes to be brought in. An increased trade, which requires 
an increased circulation to carry it on, will cause a demand for an addition to the 
circulatint» medium of any country ; and if the country possess the means of 
answerin'^ it, it will be answered. If a reverse of circumstances diminish the trade, 
and a smaller medium be in consequence sufficient, the public will then return tliat 
part of the medium which is not required to the sources from which it had been 
derived. The bank cannot prevent the public from taking their share in the 
regulation of this part of its issues. To illustrate this by what happened last year : 
a restless and speculative spirit induced many persons, who had not been accus- 
tomed to trade in any shape, to employ themselves by engaging in the purchase and 
sale of stocks and property of various descriptions; this led to increased demand, 
not so much for the loan of capital or for discounts as for an increased circulating 
medium, which the banks were made sensible of by increased drafts upon them by 
their creditors, and by the circumstance that the notes which they issued did not 
return upon them as usual, in short, by the increased demand for bank notes and 
the increase of their circulation. When time and experience had shown (as they 
soon did) to those traders and speculators the unprofitable and injudicious conduct 
into which they had plunged, they gradually withdrew from these pursuits; part of 
the circulating medium became in consequence useless, and immediately began to 
be returned by the public to the banks. Their circulation has probably now returned 
to what is necessary for the fair and legitimate industry and trade of the country. 

In this fluctuation the banks were passive ; they paid, as a matter of course, the 
demands upon them by their creditors; and their notes, contrary to the usual 
routine, did not return for payment for a great many months, during which time 
the bank continued ready to retire them. Against this sort of over-circulation the 
exchanges offer no remedy, although they palliate the evil, nor could any human 
device afford a remedy, for the cause of it was a moral one, and operated in the 
minds of the public. Their ignorance, perhaps folly, induced them to enter upon 
transactions, to cany on which they found it necessary to withdraw part of their 
capital from the banks, and add it to the circulating medium ; and had that circu- 
lating medium been increased by them to a much greater extent than it was, the 
banks could do no more than to refrain from encouraging the evil ; they could not 
arrest it. 

What are the usual dates of bills which you discount?— At present our rule is 
three months ; last year our rmle was four months ; but last year we occasionally 
discounted bills beyond our rule. 

What is the longest date at w'hich you have ever discounted any bills in the Bank 
of Scotland ?— I cannot answer that question. The banks extended their rule from 
three months to four, and were less rigid in adhering to their rule as to date than 
they were during the war, or at this moment; it is perhaps also fair to say, that 
I draw a distinction between commercial bills, and those of accommodation, granted 
to landed proprietors, who really want the money as a loan. 

The question applies to commercial bills ? — I cannot answer ; perhaps six or seven 
months; if I take the extreme case, perhaps going to eight months within the last 
two years, but that has been very rare. 

The general practice is confined to three now, and w'as to four last year ? Yes. 

Were there not bills in the bookselling trade at longer date r — 'Yes; I have known 
bills sometimes at two years, but our banks do not discount them at the time when 
they are drawn; if they were last year four months, they were within the rule ; 
if they were beyond four months, it would be an exception, and depend upon the 
circumstances ; we should consider such circumstances as these. If we know that 
o 2 booksellers 
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Pc II.— Scotland booksellcrs are in the habit of giving two years credit, we do not consider a book 

T. Kimear, seller acting disreputably in acting according to the custom of his trade ; if we saw 

Esq. a merchant, who generally gave six months credit, giving two years, we should 

31 April 1826 . ' Are there any bills to a large extent remaining unpaid of persons concerned in 
trade with South America ? — 1 believe there are at this moment current bills, drawn 
at a long date, and at this moment current loans from Scotch banks to houses 
engaged in the Soutli American trade, to a considerable amount. I have reason to 
know (I do not know the practice of banking in Glasgow personally) that the banks 
have made advances to houses of that kind rather in a different way lately from 
what they would previously. I believe, it being a new country, they have been 
disappointed in their returns ; and that the houses most deeply engaged in the trade 
are exceedingly good and valid houses ; and that, under those circumstances, the 
banks have, in dealing with them, looking to their own security, departed from 
tlieir usual rule. 

You say they have made loans ; do you mean that the money was advanced, not in 
the usual mode of discount, but in some other mode ? — I mean that it was advanced 
not in the usual way in which the ordinary discount transactions of a bank are 
managed. I believe that that part of the trade of the country is in an extraordinary 
state ; and like the Bank of England, in an extraordinary crisis, sometimes the 
banks of Scotland afford extraordinary aid to the country. 

Under the system of banking in Scotland, does not the poor labourer and manu- 
facturer receive interest for his savings immediately upon paying into a credit 
account, and is not that capital immediately employed liirough the medium of the 
bank to put further labour in motion ? — Yes; the capital that a bank employs in 
Scotland undoubtedly puts labour in motion, that is, increases the annual production 
of the country. I have in my hand a paper in relation to deposits, and another in 
relation to branches, which I wish to give in for the information of the Committee. 

\The same were delivered in, and read as follows .•] 

If the cash account system has promoted the industry, that followed by the 
banks in Scotland, of allowing interest upon sums so low as to/, and even lower, 
lodged in their hands, has been not less encouraging to the economy of the people. 
This system was adopted before the middle of last century. The rate of interest 
allowed by the banks since then has been regulated by the value of money, and has 
of course fluctuated considerably, but it has ever been such as to afford as high 
a return to the depositor as has been consistent witb the reasonable profit, and of 
course the security of the bank. The efiect of it (of which the gi'eat banks have 
always been aware, and which they have steadily kept in view), has been to en- 
courage and to afford the means of the accumulation of capital, among the lower as 
well as the higher orders, by placing within the reach of all a convenient, safe and 
moderately profitable investment of money, and to offer an inducement to capitalists 
to retain their accumulations in Scotland, notwithstanding the opportunities or 
temptations which foreign investments might hold out. 

“ This part of the Scotch banking system, though not apparently so immediately 
connected as the system of cash accounts with the circulation of small notes, is 
nevertheless dependent upon it; for, first, if the banks be deprived of the profit 
attending the issue of one-pound notes, they will probably attempt, from regard to 
their own security, (w hich is synonymous with that of the public,) to diminish the 
rate of profit, which, under the name of interest, they allow to their depositors ; 
and, secondly, they will not, if the smail-note circulating medium be withdrawn, 
permit the receipt and payment, upon these deposit accounts, of the very small sums 
of principal and interest which have hitherto always been allowed, and have ex- 
tended the benefit of the system to the lower orders, but which, without the con- 
venience and profit attending the issue of small notes, would bring upon the banks 
an inadmissible degree of labour, unattended by any remuneration, nay, accompanied 
by actual expense. 

"Upon the establishment of the Bank of Scotland in 1696, they established 
branches at some of the principal towns in Scotland. Their branches, with those of 
the other and leading banks, form an essential part of and an additional check on 
the whole system of banking, and strengthen, or rather complete the check against 
discounting, except from real capital, which the exchanges afford ; for as the 

branches 
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anH the provincial banks exchange in their own spheres generally twice ii.— Scotu«d. 

a week and take up their notes by a bill on Edinburgh at sight, there is the same y. Kinnear, 

necessity that the country banks shall have cash to enable them to discount, that has * E»q. * 

been described as applicable to the Edinburgh banks. The solidity and large capital ' 

of the chartered banks enables them to take such high ground in the country, that ** 
no bank without solidity and respectability can hope to compete with them ; and as 
their branches, as well as those of the other great banking copartneries, are to be 
found in every quarter throughout the country, they necessarily tend, first, to offer 
to the people every where a secure depository for their money, should they prefer 
the greater to the local banks ; and, secondly, the same facilities of accommodation 
by the loan of capital, which are possessed by the inhabitants of the larger towns. 

At these branches the cash accounts are the means of promoting the same good 
effects w'hich have been described already, and there are these good effects perhaps 
even more observable than in the larger towns. The circulation of notes between 
the Capital and the country towns is perpetual, and of notes only could such a circu- 
lation consist Upon a metallic circulation the banks could have no profits, and 
the expense of transmission would be intolerable ; nor could the expenses of the 
branches be borne without the existence of cash accounts, which in their turn de- 
pend for existence upon the circulation of notes under 5 1 . Under such a total 
derancfcment of the system on which branches of the great banks were established, 
it would be impracticable to maintain them, and their recal would prove an irre- 
mediable loss to the whole system, but more parricularly to those parts of the country 
which, being agricultural or highland, cannot and never have attempted to support 
a local bank, and must thus be deprived of the facilities which they have hi^erto 
possessed for obtaining the use of capital by means of banks, at the same moment 
that they are burdened with their full share of the expense of a metallic circulation. 

And let it be remembered, that it is the agriculture and fisheries of Scotland which 
will suffer most severely from these causes.” 

[The witness was directed to withdraw. 

• Ordered, That this Committee be adjourned to Monday next^ 
twelve o’clock. 



Die LumBj 24 “ Aprilis 1826 . 

The LORD PRESIDENT in the Chair. 
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ORDER of Adjournment read. 

JOHN THOMPSON, Esquire, is called in ; and Examined as follows : 



WHAT is your present professional occupation ? — Cashier of the Royal Bank of 
Scotland in Glasgow. 

That is one of the chartered banks ? — It is. 

Had you been antecedently concerned in any other branch of the banking busi- 
ness in Scotland? — I was agent for the Bank of Scotland at Aberdeen for twelve 
years j I was two years previous to that at Perth, and four years prerious to that 
in Stirling. 



J. Thompson, 




24. April 1828; 



In Perth and Stirling were you in the employ of the Bank of Scotland? — In 
Perth I was, and in Stirling of the Stirling Banking Company. 

From your experience in the banking business of Scotland, will you state to tlie 
Committee the nature of the business of the public banks, and the means they pur- 
sue of accommodating the public? — The nature of the business is taking in money 
on deposits at interest, issuing notes of 20 S', and one guinea, 5/., 10/., 20?., and 
1 00 1 ., affording credit on cash accounts, and discounting bills. 



Explain to the Committee the mode in which cash accounts are granted r — An 
applicant for a cash account addresses a letter to the cashier or agent of the bank, 
or branch, stating his wish to open a credit for a particular amount, and proposing 
0 4 two 
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Pt. II.— Scotland. t\vo or niore obligants to join him as securities to the bank for the same • un 
j. Thompson, application the agent or cashier writes a report, stating the character and 

Eiq. the circumstances of the applicant, and the solvency and responsibility of the co 

^ ^ obligants, and the inducement that the bank have to give the account, as affordiiie 

24 April i8a6. an opportunity of circulating the notes of the bank, and as likely to be useful in 
promoting the honest industry of the individual, and the purposes of commerce 
generally in the district. 

Explain to^the Committee the mode which the banks pursue in making exchanges 
of each other’s notes ? — Out of Edinburgh, at the branches of the different banking 
companies, if there are more than one in a place, they meet on a certain day or days 
in the week ; in Glasgow they meet twice in a week ; at Aberdeen it was only once 
a week. The mode of settling the balance of exchange is by a draft on Edinburgh 
payable on demand ; that is tlie mode of doing it in Glasgow ; in Aberdeen it is 
settled by a bill on London, at ten days date. The exchanges in Edinburgh em« 
brace the exchanges in the cotmtry ; the exchange that takes place at Glasgow on 
Monday becomes a new exchange in Edinburgh on the Tuesday ; and the aggre<rate 
balance of the Glasgow exchanges, meeting in this way in Edinburgh, are seUled 
by the party either having to receive, or to pay, by a bill on London at ten days 
date. 

Does not this practice operate, in your opinion, as a complete check against the 
enlargement of the issues of any particular bank? — 'Certainly; in this way the 
excess of issue of any one bank comes immediately home upon it; the notes arc 
retired in that wav. 

Do you think, that by possibilty there could exist a general understandin'J 
between the banks, in such a manner, that notwithstanding this check there miglit 
be an over-issue of paper? — I think it is quite impossible. 

State your reasons for thinking it impossible? — The inducement held out to the 
public by each bank giving interest on the smallest sums deposited is a reason why 
the public will not keep the notes by them where they have not occasion to use 
them in payments, and therefore they immediately lodge the notes in the bank; 
when the banks thus become possessed of the notes of^ a rival establishment, they 
find it necessary to send them home, in order that they may be able to retire their 
own; and u'ith those two checks, the one arising from the interest of the public 
to derive an advantage by the deposit, and the other arising from the interest of the 
rival establishment to meet its own obligations, I think it is quite impossible that 
either could have an interest in supporting the other, because it must be done with 
real capital, and it must be done at the expense of the opponent. 

Then, under this system, you think it would be impossible that a conspiracy of 
the banks should effect an over-issue, unless the public were parties to the conspi- 
racy? — I think it is quite impossible. 

Aou have said, that in granting a cash account you inquire into the character of 
the person who demands it, and into the responsibility of the securities ; will you 
specify the particular nature of the inquiry you make in the relation to the person 
who applies for it ? — It is uniformly the practice for the agent of the bank to satisfy 
himself of the habits of industry, the regularity of the transactions, and the general 
success that has either attended his former business, or the probability of success 
that is likely to attend him if he is about to commence business. We state all 
these particulars as regarding the applicant, and we also state the nature of his 
business, as affording a likely means of promoting circulation ; if he has many ser- 
vpts, whether his works are near or at a distance, and whether in this way the 
circulation of the bank’s notes is to be promoted, and also, whether his other business 
is likely to bring transactions of a different nature, that are valuable to the bank alone 
with the cash account. ® 

Do you report all those circumstances to the bank?— Yes, upon the back of 
the application. 

Do instances often occur in which you refuse cash credits? — Very often. 

What are the leasons which induce you to refuse cash credits? — When we think 
the siun is disproportioned to the business of the individual, that is reckoned a good 
reason lor refusing it, or when we consider it too large. 

Do 
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Do you place any other limit to the amount of issues which are made upon cash pc- n.— ScotUnd. 

credits, than the supposed prosperity or solvency of the individual applying for it? 

Yes, we have other limits. Tk^pson, 

Will you state what those other limits are? — The inducement to the bank is the ' 
nature of the individual’s business, if he is the employer of a large manufactory, 
with many servants, and if his circumstances are good ; in the same way, if the 
account were to a cattle dealer, or any kind of merchant or manufacturer, we con- 
sider that where there is the payment of wages, or where there is the purchase of 
cattle, spreading it over a large tract of country, and at a great distance from the 
establishment where the notes are issued, those are motives for granting a credit, 
and fixing its amount. ’ 

Have you any other limit than the supposed wants of the individual, and the 
means that he possesses of circulating your paper, together with your own security 
for the repayment ? — We have the limit of our means, of our funds. 

Have you any reference to your owii funds and circulation in granting cash 
credits ? — Yes, in every case ; we have always a reference to our own means. 

Then, when applications come to you for cash credits, you not only consider the 
solvency and respectability of the parties, but what your own amount of circulation 
ought to be? — Yes. 

And you refuse cash credits occasionally, upon the ground of your own pru- 
dential concerns, as well as upon tlie want of solvency and sufficiency of the parties ? 

— Certainly. 

In granting cash accounts, do you not consider whether the profession of the 

individual is likely to secure frequent and extensive operations upon them ? 

Uniformly. 

What should you consider as a fair operation upon a cash account? — We would 
reckon a cash account unworthy of being kept, if it were not turned over at least 
four times in the year; but in point of fact the great bulk of the cash accounts are 
operated upon more than twenty times in the course of tlie year. 

Can you, from recollection, state the sum total of operation on each side that 
you have known on a cash account of 500 1. or 1,000 1. ? — I think there are many 
examples in the bank where the operations amount to 50,000/. on a 1,000/. 
credit. 

What is that proportion between the amount of your circulation and of your 
capita], which you would consider as requiring from you to refuse applications for 
issues upon cash accounts, although the parties were in circumstances, in other 
respects, to justify those issues? — I make a distinction between our circulation and 
our capital ; the mere currency, or the proportion of currency that the bank with 
which I am connected has in the circle, is very small in proportion to its capital ; 
but in making an advance, either on a cash account or a bill, we have respect, not 
immediately to our circulation, for we know that will be back in a few days, and 
therefore it is to our disposable means; there are many transactions which we have 
that alibrd no circulation, the notes being taken from one bank to another bank, and 
immediately returned upon us in the exchange. 

You mean, then, that you govern your discretion in that respect by the proportion 
which your disposable means, at the moment that the application is made, bear to 
your whole capital? — Yes. 

When you talk of your discretion, you mean your recommendation to the bank, 
do not you ? — Simply so. 

In no instance do you, as an agent, grant a cash account? — I have no power of 
granting a cash account; I report to the directors, who know the means they 
nave better than 1 do. I simply state the circumstances of the individual, as before 
stated. ^ ^ 

Are not cash accounts always called up by your bank if there is not an operation 
upon them ?-.Certainly. 

Does not the bank also call them up if they have reason to censure the conduct 
u the person who enjoys them ? — Yes. 

245. p Do 
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Pt. n..-gcotitnd. Do not they often call them up at the desire of the securities ? — Yes. 

/. Thontptott, In the branch of the bank at Glasgow under your management what is the 

, lowest and what is the highest sum for which you grant cash accounts ? — The lowest 

' ^ ■ sum that we grant cash accounts for is 100 ; the highest sum is regulated very 

a+AprU i8a6. much by the nature of the concern that applies for the credit ; if a public under- 
taking, like the Forth and Clyde Canal, we have afforded large credits — to the 
extent of 40,000 1 . ; the inducement that the bank has to grant such are both of 
a public nature, and with a view to the numerous operations that take place upon 
them. In granting cash accounts to merchants and manufacturers we are regulated 
entirely by their known wealth and the extent of their business ; in a few cases, 
very few, we have afforded credits on cash accounts to the extent of 1 0,000 1 . ; on 
such accounts we expect that the operations in small notes weekly will amount to 
1,000/. or more, for the payment of wages at public works. There are other 
accounts of 5,000/. and 6,000/.; but the great proportion of our accounts at 
Glasgow are from 500/. to 1,000/. 

Are not the capitals of those houses to whom you grant cash accounts to the 
amount of 10,000 /. too large to make so small a sum as 10,000 /. any object in 
encouraging a system of over-trading? — Yes, certainly, too large for any thing of 
that kind ; and in point of fact, those who have these large credits have very little 
to pay upon those accounts for interest ; they are oftener overpaid than overdrawn : 
in smaller accounts it is different; there is generally something to their debit; but 
we should reckon that a bad account generally that had to pay interest upon more 
than one half of the amount of the credit. 

From experience you state that in those large cash accounts they are often over- 
paid than overdrawn ?— Yes ; oftener at the credit than at the debit of the account. 

Can you form any idea of the number of cash accounts which may be granted by 
the banks in Scotland at large ? — I have no idea. 

When you were at Aberdeen, the cash accounts were much smaller there than 
they are at Glasgow, were they not? — Yes; they average from 200/. to 1,000/.; 
very few, if any, above 1,000/. 

Were there not some under 200 /. ? — Yes, down to 100 /. 

At Aberdeen there were more cash accounts to persons engaged in agriculture 
than there are at Glasgow probably ? — Yes ; that district afforded more of that kind 
of business than the Glasgow district does. 

Did you not grant there cash accounts to many persons who dealt in cattle ?— 
Yes, in cattle, and in grain, and in butter, and various other things, working 
quarries, &c. &c. 

At Aberdeen those cash accounts were operated upon just in the same manner 
as at Glasgow ? — Yes, and judged of by the same proportions. 

Had you large cash accounts with cattle dealers ?—Not large ; their dealings are 
periodical. ° 

Have you not at Glasgow ? — No. 

What is the nature of your deposit accounts, and describe the benefit the public 
derive from that branch of the system ? — The deposit accounts are of two kinds : 
one kind from the commercial people, who have large sums that they wish to keep 
m a disposable form, waiting an opportunity of any investment which may occur; 
of the operating deposits, there are others who keep the money until a favourable 
turn in the Stock Exchange enables them to invest it there ; and there are others, 
respectable householders, who keep it for the purposes of their family expenditure. 
1 reckon that these, and the sums due upon them, average one half of the aggregate 
amount of a bank’s deposits. But there is another class of depositors, who get 
receipts which we call deposit receipts, and are not considered operative in the 
same sense as those I have just described; they are a class of persons who from 
the savings of their industry gather till they accumulate the minimum of a bank 
deposit; they have an opportunity of doing so now in the provident banks till 
the sum amounUs to 10/. and then the depositor’s money is handed over to a regular 
bank, and 13 renewed from half year to half year, adding the savings of the indi- 
vidual to the interest on the deposit ; this is by far our most steady ktiid of deposits, 

? for 
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for the individuals never think of withdrawing the roon^ until the deposit accumu- 
lates to 200 L or 300/., a sum with which they can build a house, or engage in the " 
business as a master, in which they have been liitherto employed as servante. 

Those deposit accounts are generally closed by your finding that the person 

who has held them either purchases a house or engages himself in business? 

Uniformly. 

Can you state the proportion between the sum total of your deposits on receipts, 
and the sum total of your deposits on running accounts? — I consider the total of 
rtie deposits on running accounts and that on deposit receipts about equal. 

You mean that the money retained by the banks is nearly equal between the two 
classes of depositors — Yes, exactly so. 

Did the variation in tl» amount of the rate of interest you gave make a material 
difference in the amount of deposits?-— It did, when the interest was first reduced. 

What variations have there been in the amount of deposits, and at what period ? 
— At the end of 1817, or the beginning of 1818, it was reduced from four to three 
per cent; and I think in 1824, when the Bank of England discounted at four per 
cent, there was a reduction from three to two and two and a half. At that time 
the bank with which I am ccainected made a distinction between the dead deposits 
and the operating deposits ; we allowed two and a half per cent upon the operating 
deposit accounts, because they encouraged circulation, and only two per cent on 
dead deposits, because money being so very plentiful it could scarcely be used. 
In the first period when the reduction took place, there was a considerable diminu- 
tion of the amount of our deposits, and also on the last occasion there was a con- 
siderable reduction on the amount of our deposits. 

Have you not known the bank refuse to take deposits of large sums for small 
periods, and give interest for them? — I understand it was quite common in Edin- 
burgh to refuse those large deposits ; there were none of them came my way. 

Have you found that the establishment of saving banks, which have been 
established in Scotland as well as in England, have operated materially to interfere 
in the deposits of the lower classes of society ? — I think they have operated in the 
opposite way, that they have increased the amount. Whenever the sum deposited 
in the provident bank amounts to to/., the rule of the provident bank is, to turn 
it over to the regular bank ; the regular bank , is just a continuation and extension cff 
the provident bank, the very same system, and the same rate of interest. 

Antecedent to the establishment of the provident bank, were the banks io Scot- 
land in the habit of taking smaller deposits from workmen? — Yes, 1 have taken as 
small a deposit as 5 /. 

But the very small deposits must be diminished by the establishment of the 
savings bank ? — ^No, they are increased ; they are received by the provident 
banks, and then, whenever they amount to 1 0 they are transferred to tlie regular 
banks. 

Under this system, does not the poor w'orkman gain immediate interest for his 
saving, whilst the saving itself is immediately employed, through the bank, in putting 
a further portion of labour iiato motion? — Precisely so. It is in this way that the 
wealth of those individuals is concentrated, and through the agency of the bank is 
brought to bear in carryii^ on the business of the country. 

How many branches has the Royal Bank of Scotland ? — Only one ; that in 
Glasgow. 

Have tliey ever bad more? — Never. 

Do you not, as agent, ^ve security to the bank ? — Yes, for a large sum. 

Do you understand that security to be liable for your -transactions in discounts ? 
■~1 understand it merely to be liable for my honest accounting for the charge given 
to me, and for due diligence in the discharge of the duties, and especially in keeping 
*n accurate habits those employed under me. 

If there is a loss upon discounts, you, as agent, are not liable for them ?— No. 

Are not you visited frequently by committees of direction from Edinburgh? — 
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How often do you report to the board at Edinburgh on the circumstances and 
situation of the business you conduct ? — Every day I remit the London and Edin- 
burgh paper ; and once a week I send a particular statement of the individual bills 
that have been discounted payable in Glasgow, and of the different operations which 
have taken place upon cash and deposit accounts. A full statement of the whole is 
sent once a week. 

Are you visited periodically by a committee of direction, or frequently without 
previous intimation ? — I am visited periodically once in two months, but more 
frequently without intimation. The directors may come at any time, and demand 
an account of the business, and examine the state of the cash and operations of the 
hank. 

If any new case occurs, has it been the practice frequently to go to Edinburgh to 
consult the direction? — Yes, uniformly. I either go in, or when I cannot be 
spared, I request a committee to come out, which is done. 

What proportion of notes of 5 1 . and upwards do the bank usually send you for 
the conduct of the Glasgow branch ? — I understand that the proportion in the circle 
averages, in twenty-shilling notes, about three fifths of tlie whole circulation, and 
two fifths of the larger notes. 

Do you mean of the bank in general, or of the Glasgow branch ? — Of the aggre- 
gate circulation of the bank in general. 

The large notes return faster upon the bank than the small ones, probably — Yes, 
they do. 

Consequently, the proportion transmitted to you weekly or monthly is greater of 
the large notes than of small notes, in proportion to the circulation? — Yes. 

W'h«i you were at Aberdeen, did not the Bank of Scotland send you a larger 
proportion of notes under 5 1 . than you are in the habit of receiving and issuing at 
Glasgow? — Yes; the proportions were two thirds small notes, and one third 
large. 

Have you any recollection what was the proportion at Perth ? — About the same 
as at Aberdeen. j 

While you were at Aberdeen did you establish any branch in any other part of 
the county? — No; there were branches established in various parts; there were 
branches of the Bank of Scotland at Huntly, at Banff, at Inverness, and at Tain. 

Were any of them withdrawn while you were there? — Yes, the Huntly branch. 

What was the effect of that?— There were a good many failures among the 
tenantry of the Duke of Gordon, and the tenantry of the other proprietors in the 
neighbourhood. The ground had been brought into a state of high cultivation, and 
the farms were in consequence high rented ; but the withdrawing the bank, and the I 
accommodation the bank afforded the farmers, occasioned the farms to revert to 
the proprietors, and the rents fell. I 

At what time was this? — Perhaps about 1808 or 1809; ^ recollect 

exactly the time. 

Has that branch been replaced? — Yes; there are two branches there now, 

I understand, of the Aberdeen banks, the local banks of Aberdeen. 

Do you know with what effect? — No, I have had no means of knowing about I 
since I left that part of the country. 

May it not be considered a general rule, that in proportion as the district in which 
the branch is situated is poor, the proportion of small notes to large notes is altered ? 

— Yes, in point of fact it is so; they cannot apply them to the purposes of the 
business of the country ; their trade is in cattle, butter and eggs, and small articles, 
which do not require to the extent even of a five-pound note. 

Do not the Bank of Scotland always keep a large portion of gold, and a large 
capital, at their command at all times ? — I have had little opportunity of knowing 
the proportion of gold, for I have always been at branches issuing notes payable at 
the parent establishment; but I have had a general knowledge of the fact, that they 
must have an adequate quantity of gold, and that they must also have a respectable 
fund in reserve to meet the exigencies of their business. 

Can 
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' Can you state how the banks obtain gold ? — They obtain it entirely from London ; 

the gold coioi 

From the opportunities you have at Glasgow of judging of the quantity of gold 
imported by the merchants there, and sent to the Bank of England, do you not 
believe that they would derive from that source a greater store of gold than they 
send to Scotland in coin ? — Much greater. 

Have you any particular reason for thinking the quantity of gold they derive from 
that source great ?— The merchants in Glasgow get very large remittances from South 
America, and from Portugal, and from the West Indies, in gold and silver. Some- 
times it comes in bars, at other times in doubloons, at other times in dust; and the 
silver comes in bars or in dollars. The merchant brings the bill of lading which he 
receives for it to the bank, indorses it to the bank, and the bank send that bill of 
lading to the bank’s agents in London, and they get it sold in London ; the Bank 
of England, I believe, are generally the purchasers. 

Then the proceeds come into your hands ? — Yes. 

Do you know at all what the amount is ? — No ; it did not occur to me to bring 
any account of the value ; but I accidentally met with two individual merchants who 
were in the habit of receiving them, and I have their statements ; but those form 
a small portion of the account altogether. 

Do you think you could furnish to the Committee, from your books, on your 
return to Glasgow, an exact account of the gold and silver bullion which may have 
been received within live years? — I do not think it could be easily done ; we did 
not consider it of that description that required a particular account being kept, and 
very often there was no account kept. We sent on the bill of lading, making no 
advance upon it till it was sold, and then inserted the account in our books. There 
is one account which I received of one house, which I think is chiefly from Lisbon, 
from the year 1819 to the end of the year 1825, the sum of 98,829/. ; there is 
another for three years of 30,000/.; and another of 84,754/. from April 1820 to 
1826. This is a small proportion of the general business. 

I Do you not think that those three accounts furnish a very imperfect idea of the 

. I extent to which gold and silver bullion is imported by the merchants in Glasgow ? 

I — A very imperfect idea ; it must be a great deal more than that ; there are a great 

■ many otherhouses in the same trade. 

You are quite confident that the Bank of England, through that medium, obtain 
a much greater quantity of gold than they have been in the habit of sending to 

• Scotland for the purposes of banking? — 1 should think it probable. I have not the 

; exact means of knowing what the Scotch banks have got from the Bank of England, 

I but till lately there was no occasion for gold ; it was occasioned principally by the 

• establishment of a bank by a Mr. Maberly ; till that time there was no demand 

I for gold in Scotland. There has been nothing of the nature of a run for gold. 

How has the establishment of that bank operated to create a demand for gold ? 
t — ^The demand is only from him ; there is no other person that I have ever known 

ask for gold. 

, What is there in the nature of the transactions of that house which has led him 

to ask for gold ? — He gets bills sent to him, to recover payment in Scotland, and 
he receives in payment the notes of the Scotch banks ; he then immediately sends 
to the Scotch banks, and demands gold for them. 

Do the Scotch banks receive his notes in the weekly exchange ? — No ; his notes 
[ are payable in London. 

Do you know whether his demand is for gold, or Bank of England notes ? — He 
takes either ; but he is generally paid in gold. 

Did not they pay it in gold because they thought English bank notes were the 
. most convenient for him ? — ^Yes, I believe it, is so. 

; Do you know the largest sum for which he has made a demand? — I do not 

know. 

• How long has that bank been established ? — About nine years, I think. 

I What is the name of it ? — John Maberly and Company. 

' 1 p 3 The 






Pt. II. — Scotland. 



Printed image digitised by the University of Southampton Library Digitisation Unit 



ii8 MINUTES OF EVIDENCE (i8a6) 

The head bank is at Aberdeen, is it not? — ^Ibelieve so ; there is one in Glasgow 
and another at Edinburgh, and another at Aberdeen. ® ’ 

What is the present rate of exchange, as compared to what it was formerly 
between Scotland and England ? — The par of exchange is twenty days ; we draw 
at twenty days. 

At what used you to draw ? — It was once fifty days. 

How lately ? — rl suppose it is fifteen years ago. 

Was not it afterwards forty days ? — Forty days at Glasgow, but fifty days at 
Aberdeen. 

What was the reason of the alteration ? — I think it was Mr. Maberly’s opera- 
tions chiefly. Mr. Maberly agreed himself to draw at twenty days, when .the 
other banks were drawing at forty or fifty ; and it was to counteract Ws operations 
that the banks did it. 

What do you contemplate as the necessary consequence of a law, substituting 
a gold currency for notes under $1. in Scotland, at the end of six years from this 
period ?— A complete alteration of the system. 

What do you contemplate as the immediate effect of it? — I think the branch 
banks would be immediately withdrawn, to a certainty in the small towns, the 
pastural and agricultural districts, and not improbably in the large towns also, from 
the difficulty of keeping up the supplies of gold which would be necessary. 

Why should the branches be immediately withdrawn if the Act is not to operate 
till the end of six years ?— It M'ould be very imprudent not to take steps, I think.; 
the branches would not be immediately withdrawn, but they would take steps to 
lessen the amount of their transactions, preparatory thereto. 

What effect do you think that would produce upon the cash accounts'?—! do 
not think the cash accounts would be maintained at all ; the banker’s profits might 
be made up by the charge of a commission on each credit; but it is not probable 
the holders of the accounts would pay at such a rate, if they could borrow money 
upon bills at a cheaper rate, which they would do. 

How would they do that? — They would discount bills at five per cent. 

Would the persons who opened cash accounts have the means of discounting bills ? 
— Yes ; a banker would not be disposed to come under the obligation to give 
a running credit with a cash account, and thereby bind himself to keep in his hands 
a stock of gold to supply the daily operations of a cash account, while he miglit 
find it perfectly convenient to discount a bill, and give the money away at once. 

What effect do you think it would have upon the deposit branch of jour busi- 
ness ? — I think on the operating deposits we could scarcely allow any interest, and 
on the more steady deposits that the rate of interest would require to be very con- 
siderably reduced. 

If this regulation had the effect you imagine, upon the best judgment you can 
form, what effect do you think it would have upon the prosperity of Scotland ?— The 
wthdrawing of the small notes would take away the disposable means of the banks 
in Scotland to the extent I consider of two millions and a half ; and were those 
disposable means withdrawn, I am very doubtful if the bankers of Scotland would 
be able to assist, as they do now, in carrying on to the present extent the com- 
mercial business in Scotland, and that tlie effect of that would be a reduction of the 
general prosperity and extent of business in Scotland. 

In that answer do you assume that there would be no metallic currency to replace 
the notes r — Yes ; I understand that there would be a metallic currency, but that 
the other is withdrawn ; that the paper currency, which is a disposable fund of the 
bank, is withdrawn. 

Therefore you conceive, that notwithstanding the metallic currency replaces the 
■paper money, still there would be that injury ? — Yes. 

You have said that it would be fatal to the commercial concerns of Sccftland; 
would it not be more injurious to the agricultural concerns carried .on at a distance 
from the Capital in ScotlMid?-— Yes, it -would. 

From 
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From your knowledge of the nature of the business at Aberdeen, you apprehend 
it would be more injurious to the north of Scotland than it would be even to the 
people at Glasgow? — Yes, it would. I do not know that a branch could exist in 
the tliinly-peopled districts of the country ; there is not a ti'affic in money of suffi- 
cient amount 

Would it not be particularly prejudicial to the upper districts of Aberdeenshire 
and Banffshire ?— Very much so. 

Do you think, that if one-pound notes were withdrawn from the circulation in 
Scotland, and a circulation of gold substituted, that would increase the number of 
five-pound and ten-pound notes now in circulation ? — I think it would increa.se the 
number of large notes, but that it would bring along with it a corresponding 
increase of the stock of gold that a banker would be obliged to keep in hand to 
change those notes, and this would do away any advantage that would be derived 
from the increased circulation. 

What effect do you think the prohibition of issuing notes under 3/. would have 
upon the banking system of Scotland ? — I think it would have almost the same effect 
with the abolition of one-pound notes, or rather with fixing the minimum at 5/. 

What effect do you think the abolition of all notes under 2 1 . would have in 
Scotland ? — The two-pound notes were tried a few years ago, and they were, by 
the mutual consent of the public and the banks, given up- 

That was at the time when one-pound notes were in circulation? — I think it 
would have a similar effect. I do not think a two-pound note is at all suited to 
the business of the country ; that the greater proportion of labourers payments are 
under 2 1 . and above 1 /. 

Do you think, that if the legislative regulation was, that no note should he issued 
in Scotland that was not of 2 /. or upwards, that would have the same effect as 
a regulation enacting that no note should be issued unless it was of 5 /. or upwards? 
— Very nearly the same. 

Would the withdrawing the one-pound notes occasion to the banks a greater loss, 
in your opinion, than the mere gain upon the circulation of the one-pound notes, 
after deducting the expenses of fabricating the one-pound notes? — Yes, it would. 

State your reasons for thinking so? — It would occasion greater loss than the 
mere profit on the small notes, inasmuch as at present we have to keep on hand 
a large stock of small notes, to fill up in the circle those that are taken from it by 
tear and wear, and to meet occasional demands. The present mode of keeping 
up this stock, which consists of our own notes, is done at no expense ; if we had 
to keep a corresponding stock of gold to keep up the circle in the same proportion, 
we would, perhaps, if there is 1,000/. dispersed in small notes, require to keep 
a protecting fund of five hundred to meet that, or something in that proportion. 
So that, upon the whole, if there was 1,800,000/., which was the sum assumed of 
notes in circulation, withdrawn, we would require, to fill up tlie place, 1,800,000/. 
in gold, and in order to fill our coffers with a protecting stock, perhaps from seven 
to nine hundred thousand to keep up the stock, and in addition to that, there is 
the expense of the transmission from one part of the country to another, and the 
bringing it from London. 

Besides that, would you not be obliged to provide a stock of gold to keep up 
your circulation of large notes?— Yes, to change those. 

You consider yourself as bound to pay your notes in gold, on demand, of course? 
— Yes. 

Supposing a sudden crisis was to arise for gold in any part of Scotland, from 
a number of Mr. Maberlys, and there was to come a considerable demand for 
gold, how would you get out of the difficulty? — I think it unlikely that such a thing 
should occur, but supposing it was to occur, the aggregate banks of Scotland have 
at all times a large sum at their credit in London ; it may be in three per cents, 
It may be in Exchequer bills, or in the hands of their bankers ; that is the fund on 
which they would come for the gold. 

If your stock of gold is, according to your present system of business, as low as 
It may be conceived to be on your representation, might not this demand come 
p 4 upon 
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upon you so rapidly that you would not have the means for a considerable time 
of bringing down your fund ? — I think it is quite improbable that it would ; we 
have the experience of a hundred years that there has been no such demand ; and 
we have a knowledge of the fact, that if an individual were offered a twentv- 
shilling note of any bank in Scotland or a sovereign, I do not know a person who 
would not prefer the note to the sovereign ; such is the taste of the people. 

You conceive there is a general preference to notes over sovereigns? — Yes. 

And, in point of fact, the owners of one-pound notes do not apply for sovereigns ? 
— No. 

Have you any reason to suppose, that if the one-pound notes w'ere abolished, 
and two-pound notes in circulation, there would be an application to change them 
for gold? — Yes; I think if you multiply the circulation of sovereigns you make 
it more probable that those panics would ensue, that the taste for gold would 
follow. 

Do you not conceive that the expense of providing gold to keep up the circu- 
lation of the branch banks in Scotland would amount to a sum much larger than 
the banks can afford to give for keeping up those branches? — I think so, and much 
larger than they could by the imposition of any per centage on the customers of 
those branches raise in order to pay the expense of keeping up that stock. 

Was there not a considerable circulation of gold in Scotland about fifty years 
ago, when the gold was called up ? — I have no means of knowing. 

Do you not know that a proposition has been made to make all notes issued at 
branch banks payable at the branch at which they are issued?— I have heard so. 

If this regulation was enforced by a law, what, in your opinion, would be the 
consequences of it? — I think there would be no branches. 

State your reasons ? — It would constitute every branch a separate bank, I think ; 
and if every branch were constituted a separate bank, there could be no controlling 
it as a whole, and I think the danger would be very considerable. 

Would there be no advantage arising from so many separate banks acting in 
concert, in the way in which they would ? — It would be much better that they were 
distinct banks altogether. I do not see that it is possible for a bank to operate 
upon that principle, that there should be a separate board of management at each 
place j if there is a controlling board in some one part or other, it might operate, 
but if it is at a great distance it would lie under very great disadvantages, and, 
I think, many might be liable to get into difficulty and disorder. ’ 

Would it not, of necessity, erect the different branches into establishments hostile 
to each other, by obliging them to return the notes of the one branch to the branch 
at another place?— I think precisely so; otherwise they must make a great many 
more notes than they have use for, which would be a very considerable loss to 
them. They must do as the system of exchanges compels every banker in Scotland 
to do, even tliough they had no pecuniary interest in doing so; they must send 
home the notes of one branch to another, and there must be an account between 
them as between one rival Scotch bank and another. 

Would it not, of necessity, create at each branch the expense of keeping a number 
of extra clerks? — Yes, I think so. 

Have you had any conversation on this measure with gentlemen concerned in the 
banking business of Scotland' — No; I have had occasional conversation on the 
system of the Provincial Bank of Ireland, but I do not know the system so inti- 
mately as to say it is conducted upon that principle; but from what I have heard, 
It appears to me to look in that way. 

Do you conceive that in any place where a branch bank is now established of the 
description to which you have been alluding, an independent local bank mioht not 
be established, the pajier of which might be convertible into gold at the pface of 
issue?— There are many places in Scotland where they could not be established, 
unless they derived a partnership from a more wealthy district of country. 

If ca.sh accounts were withdrawn, and the trade received accommodation by 
discounted bills, what would be the charge to the trader? — Perhaps a quarter 
per cent. ^ 

Til 
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In addition to the five per cent? — Yes; that would make up the profits of the 
banker. 

If you discounted a bill, for which the trader paid five and a quarter per cent by 
paying interest in advance, and he lodged that money upon his current account 
supposing that placed on the current account, the charge upon him would be five 
and a quarter for the money with which he was accommodated r — Yes. 
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You have said that you consider a cash account a bad one to keep, upon which 
the (balance of) interest is more than two and a half per cent in the year? — Yes, 
that the operations are not sufficient ; the interest is more than for the half amount 
of the credit. 



Then the difference between the accommodation, as afforded by bills discounted, 
and upon the interest allowed upon current accounts, would be the difference 
between five and a quarter and two and a half per cent at the least?— No, not 
exactly that ; what I mean is, that the two and a half per cent payable is actually 
five per cent upon the account, but upon the whole that it does not amount to five 
per cent ot the credit •, that is to say, that on an average there has not been more 
than 500 /. out of 1,000/. used. 

Having the power to draw 1 ,000 /. at any time he pleases, on putting the interest 
account together there is not a charge upon him on above half of that?— Yes, for 
he has never used more than 500 /. of that, or what would average that. 

Therefore the difference to him in having the advantage of that credit, or having 
the accommodation by discount, would be the difference between paying five and 
a quarter by discount, and two and a half per cent by cash credits ?— Yes, in the 
sense I have explained it. 

Supposing that instead of a cash account he obtained accommodation by dis- 
count, would be discount bills beyond the sum he actually wanted in cash?- -He 
might; if he had only a large bill to discount, he could not make it into two; but 
then he would have some sort of relief by making a lodgment upon the deposit 
account, on which he would get a reduced rate of interest. 

Supposing he was in cash, would he not take up the bills which he had discounted 
before they were due ? — If the bank would allow him to do so. 

Do they ever refuse that accommodation ? — Yes. 

Is it not considered a reasonable accommodation, to allow a party who has dis- 
counted a bill to take it up ? — It is not common ; in a case where an obligant in a 
bill becomes insolvent, it is the practice of the banks, and I believe of the Bank of 
England, to call upon the solvent party to take it out of the way at the time. 

Supposing you had discounted a bill for 1,000/. due two months hence; that at 
the end of one month the party came and applied for leave to take it ; would he 
not be allowed to do so ? — It is against the rule to do so. 

Are not the operations on a cash account exchanging from day to day ? — Yes. . 

If you would not allow him to take up the bill, you would allow him interest upon 
the sum he paid in?— Yes; but it is at a reduced rate of interest. 

\ ou have stated that you believe the withdrawiug one-pound notes would render 
it necessary to diminish the interest on operating current accounts ? — 'Yes ; in point 
of fact it is impossible to say to what rate it may be diminished, for it introduces 
a new system ot banking, for which we have no precedent; and it depends upon 
the amount of deposit, and the length of time it remained in the banks, what rate 
we should fix. 

Then the difference of charge in the case supposed would depend upon the 
rate of interest you could afford to allow on money deposited on current accounts ? 
— 1 es. 

How long do your one-pound notes last?— I believe they are calculated to last 
about three years. 

W hen you say that the abolition of all notes under 5 /., or even under 3 /. or 2 /., 
would produce a new system ot banking, you mean a system of banking which 
would oblige you to keep a considerable stock of gold?- — Yes; and to reduce the 
in dost on depusiis. I tliiiik it would prevent cash accounts altogether. 

Q At 
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At what date do you discount bills ? — The rule is from three to four months. 

J. Thourpson, What is the longest date at which you have known bills to be discounted ? 

Etq. \ jjave known bills to be discounted at a year, and sometimes longer, for insulated 
^ particular transactions ; that is by no means a general rule however. 

24 April 1826. ’JO 

Supposing that a live-pound note was presented to you now for payment, you 
would pay it in five one-pound notes? — Yes. 

In the event of two-pound notes only being circulated, do you imagine you would 
be required to change it otherwise than in two two-pouud notes and one sovereign ? 
— Perhaps not. 

You have slated, in answer to a former question, that the system of banking 
would be altered by your being obliged to keep more gold, and to give less interest • 
would not the circumstance of your being obliged to give less interest arise out of 
the expense you would be at in keeping so much more gold ? — Partlv ; and to 
make up the loss that would be sustained by the withdrawing the one-pound 
notes. 

You consider, then, tliat the Eiltcration in the system of banking would be accom- 
panied with these two losses — the loss arising from the loss of profit upon your one- 
pound notes, and the loss arising by the expense you w’ould be at of keeping gold? 
— Yes; but that is not all the loss ; the other and the more serious loss is the 
injury that it would dp to our disposable means of doing business; it would take 
away the power of doing business to the same extent. 

How would it injure your disposable means otherwise than by diminishing vour 
profit through the two causes mentioned ? — It diminishes both our profits and^ our 
means of doing business. It diminishes our profits by taking awav the benefit that 
we have from the circulation of one-pound notes: and it brings upon us the expense 
of keeping up a stock of gold; and with the expease of keeping it up, diminisbes 
our means of doing good business, because it takes from the banks of Scotland 
1,800,000/. of small notes, which we shall be obliged to substitute by gold ; and it 
diminishes our means also, by the stock of gold we are obliged to keep in hand, 
instead of the small notes w'e formerly had as a protecting stock to keep the requisite 
quantity in the circle. 

Are not the two ways by which it would diminish your means, first, the profit 
that you and all the other banks make upon your one-pound notes, and secondiv 
the loss you will be at by keeping so much gold ?— That is the profit part of it; but 
our power of doing business is diminished. 

In what way ? —The means of a bank I conceive to con.sist of three things : first, 
capital paid ill its own stock; secondly, the notes whicli that bank is enabled to 
keep afloat in the circle; third, the amount of the deposits. If the proportion of 
the notes kept in the circle are abolished, and if from the deposits a sum is with- 
drawn equal to the amount that must be kept in the closet of the bank in order to 
feed that which is displaced, then I reckon there would be 1,800,000/. for the 
Mutes, and seven hundred thousand sovereigns for the protecting stock; there would 
be the interest upon that; then there would be the means taken away to the extent 
of two millions and a half. Now, if those were taken away, though the banker 
might make up his loss on his business by charging a per centage, he couhl never 
make up the fund from which he supplied the public. 

Would there not be a diminution of your means by a diminution of the total 
amount of your deposit accounts ? — Yes. 

Would there not also be a diminution of your means if you lost the balance on 
your cash accounts? — Yes, certainly. 

Do you conceive, that if you were supplied with gold for nothing, to the precise 
amount of the notes under five pounds that you now issue, you would not be enabled 

to carry on business with the same profit, and to the same extent you are now ? 

I think not; 1 think we should require perhaps 700,000/. wore to feed the circu- 
lation, There are particular periods when a larger sum is needed and which 
requires a stock to be kept up in the chest of the banker; as, for instance, term 
times, when servants wages are paid ; there is a considerable increase upon those 
occasions of the demand for twenty-shilling notes, and of course there would be a 

considerable 
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considerable increase upon those occasions of the demand for sovereigns. If the 
circulutioii of five and ten-pound notes was increased, which I think it is probable it 
would be, there would require a larger stock to accommodate the public by the 
change of those notes ; thus taken together, supposing the transmission from London 
to Scotland, and from one town to another, were done without any expense, I think 
that that would cause a very large stock to be kept, and that that would add to the 
loss of the banker. 

Do you conceive you would be more frequently required to convert five and ten- 
pound notes into sovereigns, than you are to convert five and ten-pound notes into 
one-pound notes? — Yes, I think we might; the sovereigns would disappear. 

1 know I have to get a large supply weekly to keep up the media of circulation of 
small notes which find their way to Edinburgh ; now sovereigns will find their way, 
not to Edinburgh, where tliey would be taken up by the bank, but into the coffers of 
other banks. 

Do you mean that they would find their way into other banks in the country, not 
out of the country ?— In the country. 

Would not you have the same reciprocal advantage of supplying yourselves with 
gold from the coffers of other banks, the law being the same w ith respect to all, 
that others would have of supplying themselves from yours? — Our notes, in the 
course of transactions in business, become scattered over all the country ; for the 
weekly issues of small notes to pay labourers throughout the country, some of those 
are paid away at a distance trom our bank ; the notes so paid away return upon us 
in the exchange; but the gold would not return upon us, unless we were at the 
expense of purchasing and sending for it again. 

You have stated that you have been frequently called upon, at the instance of 
securities, to call up the advances made upon cash credits ? — Yes, we have. 

Were you to a great extent called upon in the commencement of the present 
year, during the alarm which prevailed in England? — No, I think not. 

Not more particularly at that moment than at any other? — No. 

You have given as your opinion, that there would be no material difference in the 
transactions of Scotland, if no notes were allowed to be issued under 2/., between a 
regulation permitting the issue of them at 2 1 ., at 3 or at 5 /? — Just so. 

And you have stated, that the payment of labourers is in sums between i 1 . and 

2 ; is that the common rate of wages in Scotland ? — Yes, I think so. 

They are paid weekly? — Yes. 

Do you mean that labourers receive more than 1/. a week? — No; in some 
places they are paid once a fortnight. I mention it, from the experience we had 
when the two-pound notes w'ere in existence, that they did not answer. 

It that respect you think there would be no material difference in point of con- 
venience if two-pound notes were allowed? — No. 

Do not you think it would make a material difference, as to the procuring gold’ 
whether two-pound notes were allowed to be issued, or only five-pound notes?-— 
I cannot say ; I do not think it would be any improvement on the present system. 

Do not you believe that a greater amount of sovereigns would be required to 
perform the transactions that now take place, by the 1,800,000/. of one-pound 
notes? — Yes, I have stated it at one half more. 

Exclusive of the proportion kept in reserve, but actually forming the circulation 
of the country? — Yes ; I think the sovereigns would find their way into tlie Scotch 
and English banks, where the notes do not find their way, and there would be that 
addition. 

Would there not be a disposition to hoarding which does not now take placer— 
Inasmuch as the interest on deposits was reduced, tlie disposition to lioard might 
be encouraged. 

[The witness was directed to withdraw. 
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Hugh Watt. 
24 April i8a6. 



HUGH WATT is called in ; and Examined as follows : 



WHAT is 
Company, 



your present employment?— Cashier to the Arbroath Banking 



In what banks have you been employed ?— I have been since 1 808 until May 
1 825 in the Perth Banking Company ; 1 have served as one of the accountants td' 
that bank, and as inspector of their five branches, at Dunkeld, at Crieff, at Inverness 
at Cupar Angus, and Auchtermuchty. In April 1 825 I was elected cashier of the 
Arbroath Banking Company. 

What has been the general circulation of notes in those parts which you have 
been employed in .'—The circulation of notes has been more than two-thirds in 
twenty-shilling and one-guinea notes in the North Highlands ; in Dunkeld and 
in Lrieft and the surrounding country, they are almost wholly in twenty-shillkie 
notes and in guinea notes ; there are very few five-pound notes received in payment 
for bills and on accounts from the counti-y people there ; and the circulation of the 
Arbroath Bank at this moment is almost w holly in twenty-shilling notes. 

Have you any knowledge, from having been employed by the Perth Bank, of 
the extent of deposits in the banks of Perth — I believe I am within the amount 
when I state, that in the town of Perth there are 10,000/. paid annually of interest 
on deposits of sums from 10/. and not exceeding 100 /., and those suras are chiefiv 
deposited by tradesmen and by country people, farm servants and others. ^ 

How long do they deposit them?— The genera! sum is 10/., but we have taken 
them considerably lower sometimes. I have seen sums as low as 5 /. and 6 1 . ; and 
the saving banks in those towns, in fact, serve just as a mode of conveyance to the 
regular banks. In the town of Arbroath, we have in the saving bank there (which 
money is deposited with us) 3,000/. in the names of five hundred depositors 
working people, all under 10/., generally from 3/. to 6/., and 7/. and 8/., for 
which the banks there allow one per cent interest more, and have been in the habit 
of allowing one per cent more than the general interest they have been allowing to 
the public, to encourage the working people to save their money. 

The saving banks are a sort of nurseries, from which the deposits are transferred 
into your bank? — Yes; and tbe Perth Bank had a sum exceeding the sum I have 
stated, from the Perth Savings Bank. 

Are there any two-pound notes circulated in your district? — No, not any two- 
pound notes. ^ 



You know there is a proposition in agitation to put an end to the circulation of 
notes under 5 /., at the end of six years, in Scotland ; what do you think would be 
the effect of that measure?— I think it would have the effect of altering the whole 
system of banking in Scotland as at present conducted ; and I think the principal 
effect it would have would be upon the working classes of the community, in pre- 
venting the banks allowing interest in the instances I have stated, and that it 
would put it out of the power of the provincial banks to give interest upon 
those sums. ^ 



Do you think it would put it out of the power of the banks to grant cash 
accounts to inferior tradesmen setting up in business?— I think it would; for the 
principal inducement I have ever seen in the banks I have served to the granting 
cash accounts to ^adesmen and others commencing business, was the profit the 
banks were to derive from the circulation of small notes. 



Those small deposit accounts you describe are deposits on receipt, are thev not ? 
— Yes, they are. ■' 

According to your experience, generally speaking, the person who has the receipt 
when he presents it adds a little, and accumulates the interest due? — That is the 
case; and I have uniformly seen persons show the utmost reluctance, when they 
were obliged to withdraw much of the money out of the bank ; that the uniform 
practice was to come and add a pound or two to the amount, and get a new receipt 
for the sum. 



Have you observed that they continue that practice until they have accumulated 
a sum sufficient to embark in some business?-— Yes ; and that it enables journeyman 

niechanics 
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mechanics in the course of time to pass into the situation of masters — a journeyman 
shoemaker or a journeyman tailor to set up business for himself; and that this 
money he has accumulated enables him to enter into business on his own account 
with much prospect of success. 

1)0 not you think, that while the system of your deposit account and receipts 
cncoura<^es the lower orders to industry, your cash account system is a great security 
for their moral and proper conduct? - Yes, I consider that they are united; the 
greatest stimulus we have in Scotland for the encouraging the mass of the people 
to habits of industry and morality ; and I conceive it would have a very prejudicial 
effect, were it put out of our power to give that encouragement to the working and 
labouring classes to save ; for it is not so much the idea of security that influences 
many of them, for a great many of them think it would be equally safe locked up 
in their chest as in the bank ; but it is the idea of accumulation by compound 
interest which induces them to deposit their savings in a bank. 

Would they not be able to accumulate in the saving banks if your banks were 
not open? — Our banks ^ve the saving banks the interest for the money, and they 
could not give interest without being allowed it by the provincial or other banks. 

The saving banks in Scotland are not in the habit of lodging the money in ihc 
funds ? — No ; they are lodged in the hands of the different provincial or Edinburgh 
banks. 

Are you aware of the manner in which the money in the saving banks in England 
is deposited? — I have beard it is deposited in the funds in government securities. 

Are you aware of the rate of interest government allows to the saving banks ? — 
I have heard it named four per cent. 

Do not you conceive that, supposing tlie saving banks in Scotland had the same 
mode of deposit, the security, in the estimation of the people, would be equally 
good? — No; there is such a prejudice existing amongst the country people, that 
they would not readily send their money to London on government debentures, 
while they have the security of gentlemen where they reside, in whom they place 
implicit confidence. 

Under the system in which you conduct your business, is not the money arising 
from those deposits issued out to encourage the further consumption of labour 
in the country? — Yes. 

It would be a loss to the country then, if it was to be removed from the channel 
in which it is now placed into this country on government debentures ? — It certainly 
would. 

Have you a great number of cash accounts in the Arbroath Bank? — Not a great 
number, on account of its having been so lately established ; it only commenced 
about a year ago; but the Perth Bank, in which I was before my appointment to 
Arbroath, has a great number. 

Is that a joint stock company ? — Yes, they are both joint stock companies. 

The Perth Bank did a great deal of business, did they not? — Yes. 

Have you any idea of the number of cash accounts which they issued? — No, 
I cannot state the number; the bank has been in existence upwards of fifty years. 

Do you know the number of partners in that bank? — I think about one hundred 
and fifty; the Arbroath Bank have a liundred and twelve partners. 

Did you ever know a reluctance in the country people to take gold? — Yes. 

From what did that arise ? — They seemed to be not certain if it was exactly the 
weight, according to the Mint regulations, and, in fact, generally they seemed almost 
always to prefer the notes to the gold ; I have seen many instances in which they 
gave the preference. 

Supposing gold the currency in Scotland, how would you supply the Bank of 
Arbroath with the necessary funds to pay all in sovereigns instead of paying in 
thop small note.s? — We should have to apply to our agents, Sir Richard Carr Glyn, 
Mills and Company, in London, to procure them for us, who I presume would 
procure them from the Bank of England. 

Q 3 In 
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In the districts where you have been employed as au agent, have the issues of 
small notes been very considerable r — Yes, they have been very considerable. 

Was your practice, w-hen you got all the different notes paid in which you 
received as agent, to send them down to the Pertlj Bank to assort them, or did vou 
assort them and send them down ?— I just separated the different kinds of notes 
and put all the twenty-shilling notes and all the guinea notes in different parcels* 
also the five-pound notes, and sent them down to the bank at Perth, and they 
separated each bank by themselves, and sent them for payment. ^ 

And exchanged them for the notes of their own bank ? — Yes. 

Have the Arbroath Banking Company a fixed capital ? — Yes. 

Have you any objection to state it?— It is loo.ooo/. sterling, in two hundred 
shares of 500 i- each ; and 300/. of each share of stock has been already paid up. 

They are bound conjointly and severally to the extent of their whole fortunes, 
are they not ? — Yes, they are. ’ 

Have the partners a cash credit equal to that they have paid up?— No; the 
partners must come forward, and make an application, if they wish a cash credit, in 
the same manner as if they were not partners, which is judged of by the directors 
according to the security offered. 

And they must give securities in the same way as otlier individuals who apply 5 
— Yes, they must. ' ^ 

[The witness was directed to withdraw. . 

ROGER AYTOUN, Esquire, is called in; and Examined as follows: 

Xager Astom, WHAT is your employment?— I am Manager of the Renfrewshire Bank at 
Greenock. 

What experience have you had of banking?— I liave been six years manager of 
the company, and five years agent at Glasgow for that company. 

When was the Renfrewshire Bank established? — In 1802. 

What branches have you?— We have branches at Inverary, Campbeltown, 
Rothsay, Port Glasgow, and Glasgow. 

Does the circulation of your bank vary much at different periods of the same 
year ? — Yes ; it begins to increase with about the spring markets, and at the com- 
mencement of the fisheries, and goes on increasing till the Martinmas rents are 
paid, and then decreases till February. 

Does your circulation vary much in the corresponding months of different 
following years?— No, it does not ; hardly at all. 

To what extent has it varied ? — Sometimes one per cent, sometimes one and a 
half, and sometimes a little more trifling variations. 

To what do you attribute that variation ?— I attribute it to the fluctuation in the 
prices of corn, and in the price of cattle, and in the amount required for the 
fisheries. 

How are your issues regulated ? —We regulate them according to our means ; by 
the money we have in Edinburgh and in London, and the payments we are to 
receive in the course of the week, and from exchange day to the next exchange 
day. 

Have you not a considerable proportion of gold in your funds ? — Yes ; we have 
gold which was sealed up in the year 1 802, when the bank was first established, 
•with the same seal upon it now. 

Do you not occasionally get gold at Greenock from the merchants?- Yes, there 
has been both gold and silver brought into this country by the merchants, in return 
for their adventures to foreign countries; that (gold) has been sent to the Bank of 
England, sold, and the proceeds paid to our account ; onr merchants receive the 
returns, and we send the bills of lading, and sometimes the gold, to London : wc 
have had dollars deposited in our'bank on account of merchants. 

lias 



Hugh Wait. 
24. April 1826. 
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Has not more gold and silver bullion, through your agency, been sent to Lon- Pt. i i.— Scotland. 
(Ion • have you ever had occasion to require any coin from Lond(>n ?— A great deal R^g~Aytoun, 
more u’old and silver has been sent to London than drawn from it ; we never have 
had occasion to get gold front London. 

What proportion of small notes to large do you employ in the service of your 
Highland branches r — I suppose there is ninety-five per cent of small notes sent to 
the Highlands. 

Do the notes sent to the branches constantly return to your bank? — Yes, they 
are constantly returning; and we are obliged to supply those branches with notes 
generally once a week in the spring and summer months. 

Do you grant casli accounts ? — Yes. 

For what sum r— From 200 our lowest at present, to 1,000/. ; we do not wish 
to exceed that sum. 



Do not the operations on cash accounts occasionally amount to a large sum in the 
course of the year?-— Yes; I have known of some cash credit accounts for 500/. 
where the transactions amounted to 35,000/. on each side of the account in the 
course of the year. 



£. 70,000. in the whole account? — Yes. 

Have you known instances in which persons beginning trade with very small 
capitals have been enabled by cash credits to a small amount to rise to opulence ?— 
Yes ; there are several instances in our own bank, where persons beginning with 
doo/. credit are now worth thousands of pounds. 



When you grant cash credits to the amount of 1,000/. are they not generally to 
persons of solarge a capital that the sum of credit so grantee! could be no induce- 
ment to over-trading?-— Certainly ; because these accounts are in constant operation, 
paying and receiving. 

For what purpose aie your large notes ^nerally used ?— They are only used for 
the purpose of convenience, to convey capital from one individual or from one bank 
to another. 



Do five-pound and ten-pound notes form any great proportion of what may be 
called tlie fair circulating medium of the population of the district in which you 
carry on your business ? — I do not tliink they form any proportion of it. Our large 
notes are paid out with the certainty that tliey will come against us in the next 
exchange, and are therefore merely for the purpose of transmitting capital from one 
person to another. 



Can you, from your experience, state in what space of time the total amount 
of your circulation is returned into the bank through the medium of your exchanges? 
— Once every six weeks. 

Do you believe that the circulation is returned once in six weeks into the liands 
of other bankers?— I should think those bankers who do business in Glasgow’, that 
they must return upon them every six weeks. 

Do you apprehend that that rapid return proceeds principally from your large 
notes beiin» paid in after a very few days, and re-issued r Yes, that is the reason ; 
our large notes, which are paid out on the Tuesday, are returned to us in the 
exchange on the Friday; we may re-issue them on the Saturday, and they are 
returned to us again on the Tuesday following. 

What is the proportion which your large notes bear to your one-pound notes?-— 
We have five small notes for every 2 /. value in large. 

If notes under 5/. were suppressed, would it be for your advantage as a banker 
to issue large notes for those transactions in Glasgow ? — I should think not. 

Have the goodness to state why?- — Tlie reason of it is, that our five-pound and 
twenty-pound notes just now are paid in cash by exchanges, and we could as easily 
pay in gold as pay by drafts on London or otherwise, except for the expense of 
carriage. We could carry on the business perfectly in Glasgow without large 
notes, by making the bills payable at bankers ; and manage the whole business by 
checks, establishing a clearing house, and exchanging every day. 

<i 4 Do 
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Do you Uiiuk you could continue your Highland blanches if small not™ .. 
suppressed? — Most certainly not. *^ere 

noi'™L';r'’'““'’ “"i f “"‘''"S, “'em would be so very Hreaf 

not only the expense of bringing ,t to ourselves, but sending it on, would be 10^1,’ 
that we could not aftord it. o j u ue suuti, 

Are you conlident you could continue your branches at Glasgow and Port Gla. 
gow?-I should think not; the proposed measure would alter our systeii. ^ 
curtail our means. ;'=>vciu ana 

— answer the purposes of your circulation in the Higlilunds' 
No, they ate not required but in a small proportion. 

coSr''' one-pound notes ?-No, I do not think they 

Do you think the circulation of notes of 2I. would at all answer in the place 
ot W.?— No ; they have been already tried, and have been found not to answer 
^ Po™'ttod, I "'ll read a letter from our agent at Inverary, upon the siibiect 
of the dealings in the Highlands, to show that it would be utterly impossible tn 
supply the currency without one-pound notes. He says, “ With regard to the 
proposed measure of suppressing bunk notes in Scotland for less than I think 
It will be ruinous to this country ; for I cannot see how, if it takes place the 
husmess of the country can be carried on. Confining myself to some of the most 
prominent mstances n, which the Highlands will be affected, I shall state the diffil 
cultics that occur to me. Our produce chiefly consists of cattle and sheep, grain 
wood, kelp, and the productions of the fisheries. Cattle are brought to the cohntrv 
markets by the breeders, chiefly small farmers, every mao attending his own and 
having generally from one to three young animals for sale. There they are met by 
the dealers and graziers, who purchase such of the beasts as suit them ; and it is 
seldom tha^t a single animal at the age of one or two years, being the ages at which 
they sell them to the dealers and graziers, comes to the price of 5 1, ; ®the price is 
more frequently from 2/. ,0 4!. Of these a dealer often purchaL two or toee 
hundieds in single beasts, so that he has more than 1 1. and less than 5I. to pay to 
each of as many sellers ; but he has no notes under 5 L and the sellers\re nit Lie 
to return the balance m any com. This will occur to many dealers at every market- 
removed? The dealers niiist all come loaded wifl; 
gold and silver, and tins they cannot carry to the necessary amount ; and besides 
hey will not be supplied by banks with gold and silver for their bills, by which 
Iheie would be no profit. The meaiM of paying being wanting, the seller Lill not 
deliver, and the object of parties is frustrated ; and thus a difficulty is cast in the 

laLe of iand " " ' <-f the rent aS 

Stain, of which bear or barley is what is diiefly 

bought in ' y™ ‘°r •" rettliug for soL thousand bolls! 

bought m small quantities of two or three bolls, five-pound notes will be found 
most inconvenient ; and the purchasers and manufacturers of wood and bark, and 
of sea-weed for kelp, who require many hands, and pay off their workers generally 

a sum as 5I. will experience the same difficulty. ^ 

grearLMrto"n?i'"''l'^,‘’" “'P'oy* reret"* thousand men. and is of very 

ELi^flie vair; “f ‘’errings being taken in Lochfini 

alone to the value of 40,000/. in one season; and a thousand boats are generallv 
employed there the fishing. The fishermen every mornina sT Li 6^10 tto 

^LrboSin^T! of mot.‘‘’ThetL of 

eacfi boat s hshing for a night sometimes exceeds 5/. but eenerallv is .inH,»r it- 

mnl-nhfr 7^ station alone a thousand boatf to beVid otf every 

morning, of whom most probably two thirds have to receive less than each 
It vull be impossible to provide gold and silver sufficient for such a purpL’ and 
tn the remiote parts of the North Highlands, where the fishery is much mLc e’xlen- 
sive, and banks at a great distance, the difficulty is insuperable. 

..r'i'fl of the Higlilaiids is transacted by means of bank notes 

. and 1 /. 1 ,v., with .some largei- notes on occasion.s, and that with the greatest 

tacility. 
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facility* Cattle dealers and all others having to pay away money to any amount 
in small sums to a number of people, as in the instances mentioned, prepare them- 
selves by a mixture of notes, some large and some small, accompanied by a few 
pounds of silver, and every thing goes on well. These notes are preferred by the 
country people before gold, both because they are unable to distinguish between the 
genuine and base metal, and because these coins are more liable to be lost from their 
pockets than notes ; and they have had no reason to repent their confidence in the 
stability of these banks, whose notes they have been accustomed to receive for so 
many years in their transactions. But if small notes are superseded, and gold sub- 
stituted, it is not easy to see how the supply of gold is to be kept up to carry on the 
business and transactions of this country. Should a quantity of it be received into 
the circulation, it would not remain long, but find its way into the banks, who will 
not again give it out on bills as they do their notes, and it will immediately become 
a scarce article in the country. A person then, having to pay in small sums, will 
on every such occasion be obliged to send his large notes to the bank that issued 
them, perhaps a hundred mites off, to receive gold and silver in their place, to 
answer his purpose. The conveyance of it to him is next to be provided for. The 
weight may be too much for the post. There are no mail coaches ; and he must 
either employ a carrier, moving too slowly for his occasions, or be at the expense of 
sending a trusty person for the treasure. 

“ In transmitting money from one part of the country to another, the same dif- 
ficulty will often present itself. Suppose a person in the Western Isles has to pay 
19/. to one on the Continent. At present this may be conveniently done by three 
notes of .5 1 . and four of 1 1 . inclosed by post ; but when there shall be no one-pound 
notes, the odd 4/. must be sent in gold or silver, not conveniently carried in a post 
letter, and requiring that a person be employed for the purpose, and at some 
expense. 

“ Many other such difficulties and inconveniences will occur. These presented 
themselves to me, and I stated them hastily, without regard to order. If you find 
any thing in them useful for the purpose, I shall be pleased. But it appears ex- 
tremely hard that the Scotch system should be disturbed, and that we should be 
obliged to adopt one not only unsuitable to our purposes, but ruinous to the busi- 
ness of our country.” 

Do you consider that a fair trial could be made of the two-pound notes when the 
one-pound notes were also in existence? — We did not issue them ourselves, but 
I know that the other banks which did issue them discontinued it. 

You state that they were issued while one-pound notes were also in circulation; 
do you consider that a fair trial of the experiment ? — I should conceive that those 
banks would not have dropped them if they had found them answer their purpose ; 
I believe they found them to answer no good purpose. 

[The witness was directed to withdraw. 

Ordered, That this Committee be adjourned to Wednesday next, 
twelve o’clock. 



Tilt Mercurii, 26 " Aprilis 1826 . 
The LORD PRESIDENT in the Chair. 



ORDER of Adjournment read. 

ROGER AYTOUN, Esq. is called in ; and further Examined as follows : 
are there any distilleries established in your district? — Yes, there are distil- Roger Aytoun, 

leries now established in Argyleshire. ^ . J 

Do they depend entirely upon your branches for their supply of circulation?— 2S April i 8 a 6 . 
They depend almost entirely upon our branches for their supplies of money. 

Do you apprehend they could go on at all, without the assistance of your ad- 
vances and credit ? — I should think not ; they send their whiskey to the low country, 

245* R and 
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Pt iL— Scoiimd. and sell on credit, and require their bills to be discounted to enable them to carry 
on their business. 

^‘ 9 ’ Do you apprehend that the suppression of small notes would overturn the pre- 

»6 April 1826 ' system of banking, and require a plan almost entirely new ?— Entirely new. 

Can you ascertain what plan would enable you to go on with profit? — It is im- 
possible to anticipate a plan so totally new; it would be attended with great risk 
and loss in the first instance. 

Do you suppose the circulation of the country would require, of gold, more or less 
than the amount of the small notes which are now in circulation ? — I think it would 
require a great deal more than the amount of the small notes which are now in 
circulation. 

Will you state why? — The greater part of the deposits will be drawn away, from 
tlie low rate of interest which will be allowed by the banks, and then must be paid 
in gold ; and a great part, if not all the large notes, will be required to be paid in 
gold. 

Has not the agitation of the question already produced some injury and incon- 
venience to the trades and manufactures of Scotland ? — It has certainly been the 
means of restricting cash credits and discounts, for we cannot go on giving the same 
accommodation to the public with that hanging over us. 

Have you found it necessary to refuse cash credits and advances, in consequence 
of this question being in suspense? — Yes ; I have refused every application for cash 
credits to our banks since it has been proposed. 

Is not the supply of the small notes necessary, not only for the dealings in cattle 
and the distilleries, but the fisheries ? — Yes, it is almost entirely small notes are , 
required for that purpose. 

Could any larger notes be substituted in the place of small notes in that neigh- 
bourhood? — Not advantageously. 

Could the drovers use them? — No, I do not think they could; for the notes 
would require to be changed into gold. 

Do you apprehend that the withdrawing of cash credits, and a considerable limi- 
tation of discounts in consequence of the diminution of deposits, would have the 
effect of greatly lessening the amount of manufactures produced in Scotland ? — It 
would take away so large a portion of capital, that the same amount of manufac- 
tures could not be produced. 

Do you believe that such a diminution of the exportable produce of Scotland 
would have the effect of altering the state of exchange on bills drawn from Edin- 
burgh on London? — Yes; we could not, from the diminution of manufactures, 
have the same amount of bills of exchange on London, and therefore we should be 
obliged to draw at longer dates, and upon more unfavourable terms to the public. 

Do you thitik it probable that the exchange could by that cause be rendered 
more unfavourable to Scotlaud, to the extent of from one and a half to two per 
cent ? — 1 should not think it would be so much as one per cent ; it inight be about 
three quarters per cent; but that is only supposition. 

Have you seen a Bill that has for its object to make notes payable at the place 
at which they are issued? — Yes, I have. 

What effect do you apprehend that would have upon your branches, if made 
effective r — It would oblige us to withdraw our branches entirely. 

Why would that Bill render it necessary to withdraw your branches? — If those 
notes were to be signed by the agent it would be conferring a power upon him 
which we would not wish to do, and we should have no control over his issues. 

Are you of opinion, that supposing this Bill was enacted as a law, and it was in 
that form that it compelled the payment of gold at the different branches of the 
notes issued at that branch, that under the law of Scotlaud as it stands it would in 
fact introduce the payment of gold in practice ? — It would certainly introduce the 
payment of gold in practice altogether, but there would be considerable difficulties 
attending it. 

Supposing 
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Supposing the agent at Inverary, of your bank, chose to refuse payment in gold, Pt. H.— ScotUnd. 
what course, under the law of Scotland, must the persons refused take? — ^They T 
must in the first place protest the bill, and then come to Greenock for payment 
of it. _ — - 

Can they take a protest at the house of an agent? — I should think not, because April iSa6* 
that agent is not a partner in the bank. 

Then they must come to Greenock to protest the bill ? — I should think so. 

When they have arrived at Greenock, must not they make a demand for pay- 
ment before they can protest it, against a partner ?— Yes. 

If the partner answers, that he has not the least difficulty in paying in gold, but 
that he is precluded by this Act from paying it otherwise than at Inverary, and he 
desires the gentleman to walk back to Inverary, must he not go back again ? — Yes, 
certainly, he must go back to receive payment. 

Then would not this Bill occasion him one journey from Greenock to Inverary, to 
get payment in gold, more than he has as the law stands at present? — Certainly. 

In what month did you begin to curtail your advances on your cash credits ? — 

I began as soon as I saw the question was agitated in Parliament. 

In what month was that ? — After the meeting of Parliament in February. 

The difficulties in the money market, and the discussions in Parliament, had no 
effect before that time ? — No. 

Tbe advances were as great as ever in the month of December last? — Yes, they 
were. 

In the usual transactions of your business, do not you find that at similar times 
of two different years the transactions of your bank are nearly the same? — Yes. 

Taking into account the rise in the price of cattle, and the difference in the fairs 
of different years, do not you find them very nearly similar ? — ^The circulation rises 
and falls, according to the price of cattle and grain. 

Do you know how many men are employed in the fisheries on the west coast of 
Scotland? — There are about two hundred vessels employed in common years, and in 

f ood years nearly double the number ; they go and purchase the herrings from the 
shermen upon the coast, who assemble; there may be in all about ten thousand 
fishermen employed, besides the men in tliose two hundred vessels. I reckon they 
have five men to each vessel. The amount of herrings cured are about sixty 
thousand barrels, which average about 12«. a barrel, or 36,000 all of which is 
paid in small notes and silver. 

[The witness was directed to withdraw. 



JAMES DUNSMURE, Esquire, is then called in; and having been sworn, is 
Examined as follows ; 

WHAT is your professional situation ? — Secretary to the Commissioners for the j. Dmmure, 

Herring Fishery ; that is their designation in the Fishery Acts, although they take Etq. 

charge both of the herring and the cod fishery. 

Your employment, as secretary, gives you an opportunity of knowing the state of 
these fisheries on the coast of Scotland ? — It does. 

What effect do you think withdrawing the small notes of 1 L, or rather enacting 
that there shall be no issue of bank paper at the end of six years under 5 would 
have upon the fisheries? — The fisheries are conducted in a great manner by advances 
from the banks; and I consider, that if the banks were to refuse the same 
accommodation under a metallic currency as they do at present, the withdrawing of 
small notes, especially when joined to the withdrawing of the bounty, which are the 
two principal measures on which the fishery depends, would have a serious effect, by 
diminishing the number ofeurers and the quantity of fish caught. 

What size of note or species of money is advanced by the bank for payment of 
those engaged in the fisheries ? — Principally one-pound notes and silver. 

R 2 Are 
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Are they advanced in consequence of granting cash accounts to the persons con- 
cerned, or in what mode are they advanced ? — I believe both by cash accounts and 
temporary advances by discounting bills, which advances are afterwards repaid by 
the bills for the cured herrings, and by the debentures which the curers receive for 
their bounty. 

What may be the number of men employed in the fisheries of Scotland on the 
east coast? — I cannot so well state the number upon the east apart from that upon 
the west coast, but the two together, I have every reason to believe, amount to 
upwards of fifty thousand. Of those, there are fully thirty thousand fishermen ; the 
others are gutters, packers, labourers, coopers, and persons employed in curin«^ and 
packing the fish. And this is exclusive of the seamen employed in carrying the fish 
to market, and exporting them to Ireland, the Continent, and the West Indies ; and 
of a great many persons engaged in cutting dowti the wood and converting it into 
barrel staves: of those I can give no account, but I apprehend they are very 
numerous. 

Is there not a great number of persons employed in procuring fuel for the 
smoking of herrings? — That applies to red herrings, which do not come under the 
Fishery Board ; but of course the number is extensive. 

When you speak of fifty thousand being employed in the fisheries, you do not 
include those employed in the red herring fisheries ? — Not in the manufacture of the 
red herrings ; but the same fishermen that catch the herrings that are made into 
white, also take those that are manufactured into'red. 

Have you any notion of the number of labourers and others employed in manu- 
facturing the herrings into red herrings?— No, I have no opportunity of knowing 
that ; but the principal manufacture of the red herrings is in England, at Yarmouth 
and in the Isle of Man. 

Are there not some made at Burntisland? — Yes, and at Dunbar and other 
places ; but the quantity manufactured in Scotland is not equal to that made at 
Yarmouth. 

Is not the quantity made in Scotland considerable? — Yes. 

Is there not a considerable quantity manufactured in the north of Scotland? 

I have every reason to believe there is a considerable quantity; but as that does 
not come under my cognizance, I am not able to say precisely. We take no 
charge of the red herring fishery. 

Are there not some red herrings manufactured in the west of Scotland?— Very 
few, I believe. ^ 

You have no difficulty in saying, that if the facility with regard to cash accounts 
•was withdrawn, and obstructions thrown in the way of fishermen getting the credits 
which they now^ enjoy from the banks in Scotland, it would be highly injurious to 
the fisheries ? — That is' my opinion. 

Can notes of 5 /. and upwards be employed in the management of the fishery? 

The fishermen ivho get the money from the fish-curers are very unwilling to take 
any thing above a one-pound note, for this plain reason, that whatever they get is 
to be allotted in equal proportions to the men in the boat; and on the west coast of 
Scotland the quality caught in a boat in a night is so very small, that it will not 
amount to 5 ; it will not amount in general to above 3 and that must be paid 
in small notes or in silver, for the purpose of being divided. On the east coast, 
where the sums are greater, the men have a great objection to take a five-pound 
note, and never do it if they can avoid it; the moment they do get it, their object 
IS to get it broken into small ones. 

In youi superintendence of the fisheries, have you occasionally known any vessels 
come from Holland provided with gold, for the purchase of fish ?— None from 
Holland ; last season some vessels came from France, and I am informed took 
down gold to Wick on the coast of Caithness ; but I understand they had great 
difficulty in getting their gold to pass ; the fishermen were averse to take it, and 
I have been told they were under the necessity of exchanging it for bank notes. 

Was It foreign gold, or had they provided themselves with sovereigns '—I rather 
think It was in sovereigns, for I had a communication from a gentleman in London 

3 respecting 
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respecting these vessels, and I presume he would furnish them with British gold, 
but I cannot say positively whether it was foreign or Britisli. 

po you know whether there was not a higher charge for herrings if paid for in 
gold, than in small notes? — I was told that the persons who had gold paid from 
1 s. to -2 s. a crow n more for their herrings than those who had small notes ; but 
I cannot speak to that fact officially ; it was reported to me as a matter of curiosity. 
The quantity of silver on the west coast is so very limited that there is a great diffi- 
culty in getting a proper supply for the necessary purposes ; some of the people have 
been obliged to issue promissory notes for 5 s., long after they had been prohibited 
by Act of Parliament. I happened to be at Barras, and the officer there informed 
me, that having occasion to purchase some oats for a pony he found it necessary 
to keep, the farmer whom he paid for them declared he had not seen the face of 
a shilling for two years before. 

Have you seen any of those promissory notes? — I have, from Tobermorey ; 
issued, I believe, by a man of the name of Sinclair, a fish-curer and merchant, who 
keeps a large store. 

Po you know the form in which they are? — I saw one, and as far as my recol- 
lection goes, it was, “ for want of change, I owe you 5 s. ; and for four of these 
tickets I will give a one-pound note.” 

By whom w’ere they signed ?-— A person of the name of John Sinclair, I believe ; 
he has realized a good deal of money, and I am informed has purchased considerable 
property there. 

The Dutch used to be engaged very much in the herring fishery, were they not ? 
— Yes, they carry on the herring fishery on the east coast of Scotland, formerly to 
a great extent, but now it is falling off every year. I have not the least doubt, 
that if we go on improving as we have done of late, this country will in time carry 
off the fishery from them. 

What description of currency do they use? — They fish the herrings; they are 
bound to catch them themselves ; and are not allowed to come on shore, although 
they sometimes do come into port. 

How long have you been in the present fishery? — I was appointed to my present 
situation in October 1809, just shortly after the commencement of the present 
fishery establishment. 

You were not acquainted with the state of the fisheries before that time ? — Only 
by the papers which have come before me, and which have been laid before 
Parliament. 

Has it been uniformly increasing since that time ' — Regularly ; there is a dif- 
ference of course in the seasons, but upon the whole it has been increasing. 

The amount of capital has continued to increase? — Yes, and the number and 
-description of boats, upon which a very great improvement has taken place. 

iVnd of course the population improved? — Yes. The number of boats on the 
•east coast were few, and small in size ; now, they are in most cases boats from 
fifteen to twenty tons, manned in general by five or six men ; and when completely 
equipped for the fishery they are valued at 1 80/. each. 

Can you state the number? — The number of open boats is upwards of six thou- 
sand five hundred ; the number of decked vessels, by the last return to Parliament, 
is six hundred and thirteen vessels, manned by nearly three thousand men; and 
the open boats are manned by about thirty thousand, if calculated at four and a 
half; if calculated at five men it is of course so much more. 
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Under the facilities which the fisheries on the coast of Scotland have enjoyed in 
point of credit, have they not been annually increasing? — They have, to a very 
great extent; and this last season they have been as productive as ever, and almost 
the whole of the catch is already sold. 

Are you not of opinion that if things continue as they have been the fisheries will 
very much increase ? — I have not the least doubt of it. 

Can you state how many boats were employed ten years ago ? — I cannot. 

tt 3 Or 
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Or five ?— I cannot ; it was only in the present year I called for the return • but 
I know there has been a progressive increase, and that the boats, instead of bein^ 
of the small description they were formerly, are now of a very superior description 

and equipped in a very superior manner to what they were a tew years ago. ^ ’ 

Supposing small notes were altogether abolished, and that the fish-curers had no 
other small currency than gold and silver, do you conceive there would be any diffi- 
culty in their carrying on their business by means of discounting bills instead of cash 
credits ?— I think I mentioned before, that if the banks refused to give the same 
accommodation under the metallic currency as they do at present, the fisheries can- 
not be carried on to the same extent, for every man in the fisheries at present 
carrying It on partly with his own capital, and partly by temporary advances from 
the banks, would in my opinion be driven out of the fisheries ; and it is so very 
peculiar a business, requiring such peculiar requisites for carrying it on successfully 
that I do not think otlier persons who have already made fortunes or realized 
money, would adventure in it. There have been instances of monied men in Lon- 
don having been induced to adventure in it, and after having carried it on to a great 
extent for two or three years, they have left it off with a great loss. 

You are assuming that ^e banks would, in the case stated, not only withdraw 
cash credits, but refuse to discount bills? — I cannot pretend to say what the banks 
would do ; but I merely put a supposititious case, if they refused to do so. 



Supposing the fishermen could discount bills, would not that be equally convenient 
to them as the cash credits?- The curers discount bills at present to a great extent 
an^d of course it must be the same thing to them, provided they get the money 
whether it is by a discount of a bill or a cash credit. * 



You are pare that in many parts of the kingdom besides Scotland bankers are 
in the habit of discounting bills, though they do not issue small notes of any 
kind ?— I thought there had been a great deal of small paper in circulation in 
England. 

Do the fishermen discount their bills with the banks?— No, not the fishermen • 
It IS the fish-curers. The fish-curers employ the fishermen. On the west coast 
they go out to the fishery, carrying with them small notes and silver, and at the 
same time are furnished with a cash credit on banks at Wick, and other places, for 
whatever further sum they may require. 



Is It your opinion that if the fish-curers were in any way impeded in their pre- 
sent transactions, by the same cash accounts not being afforded to them, the fish 
takers would sensibly diminish? — I think so, for this reason, that there would be 
fewer fish-curers, and of course fewer fishermen employed. 

Have you any reason to think, or can you state to what amount is the value of 
the present herring and cod fisheries upon the coast of Scotland ? — It is impossible 
to state this accurply; but I made a calculation of it, and, to the best of my 
judgment, I think it amounts to within a trifle of a million and a half; of course 
1 do not pretend to say it is correct ; it is impossible that any man can eive it 
correctly. •' ° 

That includes the cod fishery also ?— Yes ; but it is altogether exclusive of the 
value of the vessels employed in carrying the fish to Ireland and other places, and 
ot me value of the woods reserved for making casks and other things of that kind. 
1 have every reason to think I made the calculation moderately, and that it is rather 
under than above the mark. 



Have you had any conversation with any of the fish-curers on the subject of this 
proposal since it was made ?— I have. 

What is their general impression? — Their general impression is, that it would be 
T 1 ^sheries if the measure was carried into execution. Before 

1 lelt iLdmburgh 1 conversed with many persons engaged in the fishery, and they 
unanimously said so except one gentleman, who was a very considerable capitalist, 
advantage, as it would have the efect of 
driving others pt of the trade ; all the others deprecated the measure, as likely to 
be very prejudicial. ' ’ 

With the exception of this gentleman, did you ever talk with any curer who had 
not the same opinion upon the subject as yourself ?— Never. 



[The witness was directed to withdraw. 
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JOHN GLADSTONE, Esquire, a Member of the House of Commons, 
attending, is called in ; and Examined as follows : 



you are engaged in mercantile transactions to a considerable extent at Liver- 
pool?— I so for the last nine and thirty years. 

You were previously, for a short time, in business in Scotland ? — I was bred to 
business at Leith ; I served my apprenticeship in a counting-house there, and 
remained for about three years in business on my own account. 

Your father was in business at Leith? — He was, and I was connected with 
him. 
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In what line of business? — In general business, particularly the corn trade. 



You are acquainted generally with the system of banking as it is now practised in 
Scotland? — I was acquainted with the system then practised; and from all I have 
since known, I believe the same system has continued to the present time, but on a 
much more extended scale. 

You are acquainted of course with the system of banking as practised at Liverpool, 
and in other parts of Lancashire ? — Intimately. 

How many banking establishments are there at Liverpool? — ^There are four 
in all. 

Do any of those banking establishments issue promissory notes ? — No ; nor have 
they done so during my residence in Liverpool. 

Do they allow interest upon deposits? — Perhaps, if I was to state in detail the 
manner in which our business is conducted, it might save the trouble of putting 
other questions. We sell our goods, not for payments in cash, such as are usual in 
other places, but generally at credits from ten days to three months, to be then paid 
for in bills on London at two or three months date ; those bills we pay to our 
bankers, and receive from them bills or cash, when we have occa.sion for either, to 
make our payments. The bank notes or gold we require for our ordinary purposes 
and charges of merchandize of every description. The account is kept lioating. 
The interest on both sides is calculated at the same rate, at present 6ve per cent. 
Last year the rate was reduced to four; and the banker charges a commission of a 
quarter per cent on the amount of one side of the account ; that charge is his remu- 
neration, and that of his bankers in London, for paying our acceptances there, both 
inland and foreign. The account fluctuates, depending on the confidence the 
banker may have in his customers ; if that confidence is entire, the customer is 
occasionally in his banker’s debt, but more frequently the balance is in his favour. 

Does that extend to the whole of Lancashire ? — I believe the system at Manches- 
ter, Preston, and the other principal towns, is similar; I am not aware of any other. 
There are some small country bankers in the neighbourhood of Manchester, who 
issue promissory notes, but I do not know any thing of their practice; none of the 
more respectable banks in Lancashire do issue them. 

Was there not a direct indisposition on the part of the principal bankers and 
manufacturers in Manchester to the introduction of the notes you allude to, fi'orn 
small banks in the neighbourhood, into circulation in Manchester ? — I cannot speak 
from actual experience of the conduct of the Manchester bankers, but I know that 
their feeling has always been hostile to the introduction of those notes. 

In the system you have described, does that apply to the manufacturers as well as 
the merchants in general ? — The Lancashire manufacturers keep their accounts in 
the same manner ; but from the nature of their business, and the manner in which 
many now conduct their concerns, in the character of merchant as well as manufac- 
turer, which has been more their practice since 1810, they ship their goods to the 
foreign market for their own account ; and when advances are required, they obtain 
the acceptances of the agente, to whom they make their consignments ; these 
acceptances are, when required, I believe, discounted by their bankers at four and 
six months date. Bills paid in by merchants are generally at .shorter dates. 

In the answer you have just given you refer to manufacturers exporting goods on 
their own account ? — I do. 
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_ Has the same change in practice prevailed with respect to manufacturers imn„„ 
mg their raw material, and the mode of paying for it P^This system of the man, ' 
facturers exporting their goods for their own account has led, more particnlarlv hi 
their intercourse with the United States and the Brazils, to importetions of 
. material, for their account. With regard to the new South American States wherl 
a large portion of their exports have gone, particularly from Scotland, throu»h the 
medium of Liverpool, they have no raw material, and tlierefore the pajmentS have 
been made by other means. ^ ^ 

Have not manufacturers, who have so imported the raw material upon their own 
account, had recourse to the same method of paying for it by means of bills dra • 
upon them at a longer date than the date of the bills usually drawn in the memr 
tile transactions with which you are acquainted r-I am not at all aware of th" 
fact if It IS so. It has not come within my knowledge. I consider the importations 
of the manutacturer to be generally in the shape of remittances for the manufacture™ 
goods that he has sent to the foreign market. 

You have stated in your answer that a considerable trade was carried on hv the 
Scotch maiiufecturers with South America, through Liverpool ; is that any^verv 
to ““nifactured trade of Scotland ?.-It would be very difficuU 

to state the pioportion, but the trade is a considerable one, and it has been in some 

sole^olZTanuLt™™ -“--odation of 

Can you stye to the Committee what is the reason so large a proportion of that 
esi'^bl- through Liverpool, rather than carried on through^Glas»ow P— The 
America are almost confined to fondon and 

nS do I kn^I^h at Glasgow 

^ J if the same accommodations were aflbrfed 

ght not be conducted from the Clyde, as from Liverpool or London. But Liver’ 
imol may be considered as a centre for tlie Scotch, the Yorkshire and Lancashire 
manyaclurers, their various productions meet there, goto the same market with 
greater acility and increased advantage, from being aiortedLd expmW ^ 
same bottoms, which would not be the case if sent fiom the Clyde 

Ti™rn£, 7 "to‘I’''*‘*““-“’' '■easonwhy the Scotch trade in part goes through 
business is® more extensile, ardX°r^un* 7 helS*e 

forr' o”f fit ptTem XT ai'lowt 

from three to foui per cent on deposits, according to the aoreement mad/witii 
party depositing, but governed by an understandilg a“to „r itet 

a 10 pay 

in fctions ataw,T„V:i: 1 XiratoTn^rX^ 

of time. I am flf Ihi« tievn/a ^ Chancery occupy a great deal 

■vve have used ail the mea ’ estate that is so circumstanced, and 

dusLn oui matters in difference to a con- 

, oui opponents aie less anxious, and they make no exertion. In this trans- 
action 



Printed image digitised by the University of Southampton Library Digitisation Unit 



'S/S 




on the CIRCULATION OF PROMISSORY NOTES, &c. 137 



action the sum at issue, near 30,000/., has been in a state of abeyance for the last 
fourteen or fifteen years, and has in consequence remained in the hands of the 
banker under the original arrangement made for the -whole funds of the estate, when 
delay was not contemplated. 

For what length of time must a deposit be left in order to bear interest? — For 
no particular period. When deposits are made, the rate of interest allowed by 
the banker is governed by the agreement he makes with the party depositing. 




The interest given depends upon the time it is probable the deposit will remain? 



Are you of opinion, from your general knowledge of the business of banking in Lan« 
cashire and in Scotland, that the former affords equal facilities to the merchants and 
to the manufacturers as the latter? — I should presume quite so. In Lancashire the 
banker is particularly guarded as to whom he gives credit ; but where his confidence 
is sufficiently strong, the system in general is a liberal one. In Scotland their 
credits on open account are, I believe, confined to what are termed their cash 
accounts, and discounting bills ; tlieir discounts are, of course, governed by the 
description and character of the paper offered, the abundance of money at the time, 
w'ith the difficulty, or otherwise, of employing it. 

Have you any expectation that, in consequence of the Act recently passed for 
prohibiting the circulation- of all notes under 5/., the degree of accommodation 
afforded by bankers in Lancashire will be either less liberal or less extended than 
it has been heretofore? — I am of opinion that Act will not have the slightest 
influence on the operations of the banking business in Lancashire ; 1 see no cause 
to apprehend it. 

Are you to be understood that the circulation of Lancashire is carried on by bills 
of exchange in part, with the exception of that part of the circulation which is 
destined to the payment of labourers wages and various expenses on merchandize? 
— Not altogether; we also have a considerable portion of large Bank of England 
notes in circulation ; these are generally used for the payment of duties, and also 
for the purposes of remittance ; but the great mass of our circulation is in bills of 
exchange; sovereigns and smaller bank notes are only required for such objects as 
charges of merchandize with duties, freights and other items; for such purposes 
a house carrying on business to any extent may require 500 1. or 1 ,000 1 . weekly. 

Have you any notion of the proportion of the circulation of Lancashire carried 
on by bills of exchange, and by Bank of England notes and cash ? — I would not 
venture to give an opinion upon that subject; I think it is quite impossible to 
ascertain the extent of the one or the other, we have no means of doing so. 
I believe the circulation in bills of exchange is of great magnitude; the circulation 
of bank notes limited ; but I would not venture an opinion upon the proportions, 
having no data on which I could correctly found it. 

Do you think that the circulation of bills of exchange may amount to the pro- 
portion of seven out of eight, compared with the circulation of bank notes and 
sovereigns ? — The proportions have varied at different periods, as money was more 
or less abundant. One to two years ago, sales of goods made to be paid for in bills 
of exchange were frequently anticipated, and paid for in bank notes and sovereigns; 
at that period the proportion of bank notes and sovereigns was considerably greater 
than usual. 

Are not the retail transactions in Liverpool and Lancashire carried on by gold? 

In gold and bank notes ; and if they amount to ‘20 1 ., 30 1 . or 40 L, in small bills 
of exchange upon London, which are generally drawn at two months date, and pass 
through so many hands that they are covered witli endorsements; but when the 
payments are for small sums, the payments are made in bank notes and gold. 

Are they not principally in gold ? — That depends also upon the period. 

In the course of the last five or six years, have there been any number of one- 
pound Bank of England notes in circulation in Lancashire? — For the last three or 
four years very few indeed, and therefore the whole of the small circulation has 
been gold, or nearly so. 

The money that individuals would carry in their pockets beyond silver change 
has been gold ?— Altogether sold. 

^ 45 - S How 
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How are manufacturers wages generally paid? — Manufacturers wages in Lancashire 
are, I believe, generally (with few exceptions) paid in gold, which is obtained by some 
from their bankers, and by others in exchange for their bills on London. I have 
answered the question from general information, not being myself a manufacturer. 

You have not any peculiar knowledge, probably, relative to the practice of Man- 
chester, w hich is more a manufacturing town than Liverpool ? — Only from commu- 
nication with Manchester gentlemen. 

Does it appear to you that the system of banking in Scotland may afford undue 
facilities, beyond what are perfectly safe or consistent with the sound principles of 
commerce?— If I were to give an opinion upon that subject, it would be, that the 
Scotch banker possessing an unlimited power over the issu^ of his notes, when 
money is cheap the inducement to increase his issues, in order to keep up the 
average amount of his gains, I am inclined to think, has led to consequences of an 
injurious character; for instance, I know practically, that of late years the ship- 
ments of the Scotch manufacturers to foreign markets for their own account have 
been more extensive than formerly, particularly during the last two or three years ; 
that it is not from an increase of capital alone they are enabled to do so, but also 
increased accommodation, which I believe many of them have been receiving from 
their bankers, not only in an extension of the amount of discounts, but also of the 
dates of the bills discounted ; and I have understood, by information from agency 
houses in Liverpool, communicated to me under particular circumstances and connec- 
tion, that in giving their acceptances in advance on such consignments it was under- 
stood that if their means were not adequate to meet all their engagements when they 
fell due, a promise was given that the bills should be renewed by the manufacturer, 
thus creating an artificial capital, by which many agency houses have been led to such 
an extension of business, as appears to me to be in its nature unsafe, and in its con- 
sequences prejudical. I recollect, when the business of a manufacturer was confined 
to the sales of his goods to the exporting merchant, that his payments at that 
period, I speak of twenty to thirty years ago, were regular, and the engagements of 
the exporting merchant limited to his capital or his ordinary means of credit; but 
as the manufacturers extended their undertakings, neither the facilities nor the dis- 
position of the regular merchant went hand in hand with this extension ; and this 
led, in Liverpool, within my knowledge, to the creation of houses who possessed 
much more enterprize than capital; those houses found a disposition in the manu- 
facturers to trust them with their goods, and to give them credit to a great extent. 
This system went on without much change till about the year 1809 or 1810, when 
a crisis took place, something of the same nature, though not to the same general 
extent, but that w'as, in Lancashire, perhaps more severe than the present; many of 
those houses then failed. The manufacturers became alarmed ; they felt that they 
had been trusting people with small or no capital, and from that time to the present 
they have gradually become more and more merchants in exporting, as well as 
manufacturers in making their goods. 

Have you learned the effect of an agreement to renew bills from any person 
concerned in the banking system, or any Scotchman who has himself dealt in that 
practice?— My communications have been only with the agency houses. Their 
establishments are generally formed of tlnee, four or more partners ; they have one 
or two resident in London or Liverpool, the others reside at the foreign ports for 
which those shipments are destined. The manufacturer addresses the goods to the 
house in London or Liverpool, who have thus possession and control over them, 
with authority to consign to their houses at the foreign market to which they are 
destined; and they accept the bills of the manufacturer drawn upon them, in the 
proportion generally of one half to two thirds of the value, at dates agreed upon 
from four and six months, which in some instances are still further extended. Those 
bills are to be provided for by the funds of the agency houses, and the remittances 
on account of the goods exported. In cases when those remittances do not come 
forward m time, and where the business of those agency houses is on a scale for 
which their own funds are not sufficient, there is an understanding between them 
and the manufacturers, that they are to be renewed ; I am not aware of any such 
arrangement being made with bankers, but with the manufacturers. The fact of 
renewals generally has taken place more within the last twelve months than nt any 
former period, particularly in connection with the houses shipping their goods for 
foe new states in South America. Whilst the large loans that those states obtained 
from the monied interest in this country remained unappropriated, they afforded an 
$ ample 
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ample fund for remittance ; those funds are now exhausted ; the remittance is more 
difficult, and in consequence a great number of those bills have been renewed. 
An instance came to my knowledge very lately, wherein the branch of an agency 
house, established at Vera Cruz, could not, on consignments made to them to a large 
amount, raise sufficient funds there to pay the duties, and they had to draw for 
a large sum on their principals for that purpose. 
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Supposing the banks in Scotland were to give this additional accommodation, 
and from the facility of their issuing notes to any extent, were to furnish the mer- 
chants and manufacturers more liberally, would not that, of necessity, increase the 
issues of paper in Scotland } — The more extensive the accommodation was afforded 
in the shape of credit, by the bankers to the merchants or manufacturers, I presume 
the issues \vould necessarily increase in that proportion. 



Are you not apprehensive, that if such a line of conduct was pursued, the issues 
would increase to a greater extent than the circulation of Scotland required ? — 
If the issues were to a greater extent than the circulation required, the excess of 
those issues would immediately return upon the banker, and tlie consequence would 
be a cessation of that excessive accommodation. 

From your knowledge of Lancashire, has there been any inconvenience felt there 
from no small notes being in circulation? — I am not aware of any ; I have never, 
in any one instance, heard gold objected to as a circulating medium in Lan- 
cashire. 

Do you conceive that the introduction of a metallic currency into Scotland, in 
lieu of notes under 5 1., would have the effect of counteracting any of the evils you 
have described as arising from the system of banking in that country? — From all 
I know of the present bank note circulation of Scotland, I am impressed with the 
opinion that the small-note circulation is unnecessarily extensive; how far the 
banker finds it his interest to promote that portion of the circulation in small notes, 
I am not sufficiently acquainted to answer; but I do conceive that a small-note 
circulation, forming nearly one half of the whole, might be replaced in part with 
notes of a larger amount, and if the remaining portion of it was withdrawn, and gold 
substituted in lieu of it, I think it would afford a very wholesome check on the 
facilities that the Scotch bankers now possess for issuing their notes. 

If you were a hanker in Scotland, from your knowledge of business, what means 
W’ould you resort to to force a greater proportion of small notes than of 5 1. and 
upwards upon those who draw upon you ? — If I thought it for my interest to issue 
small notes, in preference to larger, I would first tender those notes to my customer; 
if he required larger notes, of course I would feel it my duty to provide him with 
them ; but if he chose to accept of the small, I should give them in preference. 



Must not the species of note in which payment is made by a bank be regulated 
by the demand of its customers? — Not altogether. I think the customer is gene- 
rally the party obliged ; and if he is impressed with a feeling that the banker 
desires an issue of small notes rather than of large, he will receive them as the 
banker may desire j they answer the purposes of payment equally ; they are applied 
in Scotland, generally, to the payment of sums much larger than those requiring 
broken money ; and the inference seems to be, that they are not necessary to such 
an extent, and that their place might be supplied by larger. 

You have had no experience of the practice of banking in Scotland for five and 
thirty years ? — Not for nine and thirty. 

Do you conceive that if the notes in circulation in Scotland under the value of 
5l. were withdrawn by an Act of the Legislature, or from any other cause, 
a greater number of sovereigns would be required for the circulation of the country 
than the corresponding number of one-pound notes so withdrawn ?■ — I think in 
Scotland there is a very strong partiality prevailing in favour of their paper cur- 
; that were the small-note circulation withdrawn, a considerable portion of it 
toight be supplied in five and ten-pound notes, and, I think, the remaining part 
with sovereigns. I am inclined to think this might in the first instance be considered 
a difficulty ; but the public would very soon get accustomed to the circulation, and 
that difficulty would vanish. I recollect, during the short period I was in business 
in Scotland, we had a mixed circulation of small notes and gold, and every individual 
at that period carried his small balance in his pocket, with which he weighed his 
guineas as he received them. 

s 2 You 
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drawn, might be less, but certainly would not be greater ? — In my opinion, decidedly 
present amount of small notes in circulation. 

' - Suppose, that instead of prohibiting all notes under 5/. for a certain time all 

«6 April 1826. notes under 3/. and even under 2/. only were abated, would not that considerably 

diminish the inconvenience arising from the change ? — Unquestionably, the smaller 
the notes were that remained in circulation, the less necessity there w’ould be to 
resort to gold •, and tlie feelings of the people of Scotland would prefer note circu- 
lation to any other. 

Supposing the circulation of notes by bankers in Scotland to be any given sum 
three millions and a half for example, would the issuing of the w'hole of that in 
one-pound notes give to the bankers a greater facility of giving unlimited credit 
to the manufacturer or merchant than if they w’ere all issued in five-pound notes ? — 
Presuming that the note circulation of Scotland was altogether small notes, I do 
not Conceive that would make the smallest difference in the power which tlie banker 
possessed in the accommodation he could afford to give to his customer. Gold 
would be required for broken payments under 5 1. 

Do you conceive that altering the proportions between notes of 5 1 . and notes 
of 1 1 . in any other way in which you could alter it would give additional facilities 
to the bankers ? — Provided the circulation was to remain in its present state, I am 
not aware that it would. If the issues were restricted, for instance, to a fourth, 
in notes of one size, and another portion in another size, he would of course comply 
with the regulation ; but it would not diminish his power of giving accommodation 
to his customers, or increase it. I am not aware of any additional facility of accom- 
modation that connects itself with the amount of the note ; but I am inclined to 
believe that the banker, when he issues his small notes, is impressed with the opinion 
that they are more likely to remain in circulation than w’hen he issues the large, and 
therefore he prefers them. 

Are you of opinion, that in the general transactions of life small notes are much 
move convenient than a metallic circulation ? — I am of opinion the answer must 
connect itself very much with the quarter to which it was directed ; for instance, in 
Liverpool, where we have been accustomed to a Bank of England note and metallic 
circulation, we will not permit the notes of private bankers to appear among us ; 
they are not received in payments. In Scotland, their partialities are the other 
way, and they think there is more safety in bank notes ; that they are neither exposed 
to deficiency in weight nor an abuse in coinage. 

Putting prejudice on either side out of the question, are you of opinion that the 
smaller transactions of life can be carried on as conveniently in other respects by 
a metallic circulation as by small notes ?— I see no reason to doubt it. 

In the event of the country being engaged in foreign war, and there being 
a necessity for sending annually several millions to the Continent, do you apprehend 
any effect likely to be produced upon the metallic currency established in Lan- 
cashire ? — ^Judgingfrom the experience of past times, the extent of that exportation 
would require to be first ascertained, as opposed to the existing balance of payments 
in favour of the country; if the sums required for foreign purposes were to an 
extent exceeding that balance of payments, they would immediately act upon the 
exchanges, and create an inducement to export gold ; in proportion to the extent 
of that exportation, as it became felt on the circulating medium, so the public 
would experience inconvenience by the quantity of gold in circulation being dimi- 
nished, and no other substituted in its place. 

Are you to be understood that inconvenience being felt, or not being felt, would 
depend entirely upon accidental circumstances ? — It would depend upon the extent 
of the operations, and how far they acted upon our foreign exchanges. 

In all the evidence with which you have favoured the Committee, you are under- 
stood to speak from a period of thirty-eight years ago, at which you have had any 
knowledge of the northern part of the kingdom? — When I speak of my practical 
knowledge, as being in business in Scotland, it is of a period forty years ago. In 
what I have said with reference to the transactions of others, I speak from commu- 
nications made to me by others engaged in the lines of business to which I have 
referred, and who were in the habit, from circumstances of connection, to consult 
with me upon them. „ 
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Can you know from that what the present state of Scotland is, as compared with Pt. n.— ScoiUnd. 
eight and thirty years ago, when you did business in that country ? — I am not aware Gladstone 
of any material changes which have taken place in the system, but I am aware of ' 

a great extension of that system, and that in the extension the habit of giving J ' 

credit has been carried to great lengths. 26 April 1826. 

Are YOU aware of the great additional prosperity of Scotland, and the natural 
demand' for small currency, which has occurred during the last thirty or twenty 
g^rs? — I consider that a great extension of the trade of Scotland must naturally 
grow out of the prosperity of the country; had that prosperity not existed, that 
great extension of trade could not have taken place. 

You are to be understood in the evidence you have given to speak from the 
knowledge and information of others, and not from your own practical knowledge, 
since eight and thirty years ago? — I have already endeavoured to explain, that it 
arises from a revision of actual transactions coming under my observation, though 
I was not the party immediately engaged in them. 

Would not the increase of pro.sperity, which is believed to have taken place in 
Scotland for the last twenty or thirty years, have attracted into that country a pro- 
portionally increased quantity of the precious metals, had not the paper system 
furnished the means of introducing notes in their stead ?— From all I have under- 
stood, I am persuaded that would have been the case ; but in order to prevent it, 
and to maintain the bank-note circulation of Scotland, a very large amount of 
Scotch capital has been invested in the public fund.s; tWefore, if gold was to be 
introduced into Scotland, and the bankers were hostile to the measure, they would 
remit it to England, but in so remitting it they must invest it, having no other means 
of keeping it there, and thus deprive themselves of the more beneficiai use of 
capital to that extent. 

Does not the circumstance of a bank not being obliged to pay in gold at the 
place where its notes are issued afford a material facility for that extension of issues 
beyond the capital employed, to which you have adverted in a former part of your 
evidence? — Practically speaking, I should doubt whether the notes of the Scotch 
banks, being payable only at the parent establishments, and not at their branches, 
is acted upon. I believe, although those notes are payable only at the parent 
establishments, they do not refuse to convert them at their branches, if so required, 
and therefore it is a nominal difficulty rather than a real one. If such an objection 
was to be taken, the facility of transmitting them to the place where they are pay- 
able is very great; and any attempt of that kind, I think, would be attended with 
discredit and injury to the bank which might adopt it. 

Without a practical and habitual demand existing for gold, in consequence of the 
circumstance alluded to, does not a knowledge upon the part of the bank, that in 
the event of any panic, or from any other circumstance, they are enabled to resist 
such payment for a time, encourage them to a greater issue than they would have 
made, with the certainty of being so called upon in the event of the demand existing? 

— I should be rather inclined to doubt the fact as stated in the question, for I think 
there is no part of Scotland where the branches of banks are established, but within 
two days they may reach the parent bank with their notes, and require the conver- 
sion of' them' In England, I think, the case is materially different, and there 
many of the notes above 1 /. are not payable at the establishment of their banks, 
but in London, which may be productive of inconvenience or injury to the holders. 

In England, you think, the circumstance alluded to may have a material effect 
in increasing the amount of local currency? — I certainly think it affords a facility 
for doing it, and I am inclined to think that facility has been taken advantage of. 

Have you any knowledge of the currency of Ireland? — None whatever. 

^Vas the late drain for gold materially felt in Lancashire ? — If the question refers 
to the exportation which took place when the great finance arrangement was con- 
templated by the French government, I do not think it was felt in Lancasbne. 

Was there any drain from Lancashire to London during the latter part of the last 
year?— No; I think the quantity of gold in Lancashire has increased, by the 
transmission of large sums from London. 

For what purpose where large sums of gold transmitted from London into Lan- 
g 2 casnire, 
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cashire, there being no bankers issuing notes? — The manufacturer felt it much 
more difficult to circulate his small bills of exchange than formerly, and the bankers 
generally, deeming it prudent to have a larger supply beside them than thev werp 
before in the habit of keeping. ^ 

What is the lowest denomination of your bills of exchange ? —£. 1 0 and upwards • 
there may be some under 10 1 . ’ 

There are very few bills under 10/.?— Hardly any under ten; a few under 
twenty ; but from ten to twenty there are a few. 

i\re they circulated from hand to hand by indorsements, so as to form part 
of the currency ?— They are used for the purpose of payment. If I sell a thousand 
pounds worth of goods to a wholesale grocer, or any other person, who again 
distributes them to his customers in the country, when he comes to pay me the 
1,000/., he will do so in bills, running from 10/. to any other sum; the 1,000/. 
may be paid in twenty or thirty bills of exchange, drawn on London, and generally 
at two and sometimes three months date. ^ 

Are those bills drawn by commercial persons, or by country customers ? — They 
are generally drawn by manufacturers on their agents, also by merchants, bankers 
and others. 

What is the lowest denomination of bills of exchange you have ever seen ? 

I may have seen a solitary bill or two under 10/., for seven or eight but few 
under 20/. ° ’ 

Have you ever seen any of 5 /. ?— I have no recollection of so low a sum. 

You have never seen any for one or two pounds?— No; ten is the limit. 

Have not you seen those bills of exchange of 10/., with names of the back of 

them in the shape of indorsements, to the number of forty or fifty? I believe 

very few of those small bills arrive at maturity without the back of the bill being 
covered with indorsements, and frequently cross indorsed. ° 

Are similar bills of exchange generally prevalent in Scotland, to the best of your 
recollection?- I believe not, because their payments are local, not made in 
London, as most of ours are. 

You have stated, that during the late panic there has been a supply of cold from 
London to Lancashire ; in the event of a metallic currency being established in 
Scotland, would you apprehend the same result in the case of a panic ?— I conceive 
that in such caSe the bankers would exercise a sound discretion, and apply, or 
otherwise, for assistance from London, as they deemed it necessary. Banking in 
Scotland is conducted in a much more prudent manner than it has generally been in 
England. •' 

In your experience, whilst you were in trade in Scotland, did you ever know 

a run upon the banks from a panic, or have you since heard of such a run ? I have 

no recollection of such; during the three years I was in business no such event 
occurred ; the failure of the Ayr Bank, and some others of minor character, pro- 
duced a strong sensation in that country, but not, I think, a general run on other 
banks, so as to be followed by suspension of payment 

What do you conceive would be the effect of a Bill prohibiting the circulation of 
My notes under 5/. in England, and a continued permission of notes of 1/. in 
Scotland? — It certainly appears an anomaly, that one portion of the kingdom 
should have a partial gold circulation, and the other wholly paper. In England all 
our principal payments centre in London, where I conceive they must continue to 
do, till the Bank of England will relax from their present system, and permit the 
establishment of chartered banks to a certain extent in the leading manufacturing 
districts ; whenever that is the case, I conceive such banks will then become to 
a certain extent, centres for their districts, and provide a great part of the circulating 
medium of those districts. In Scotland the payments are chiefly made there, which 
keeps the circulating medium at home ; and therefore the circulation of Scotland 
and of England would not interfere with each other : it does appear to me very 
possible that the one may be conducted without interfering with the other. The 
Scotch foreign payments and receipts are received and made in London • those 
payments are provided for by bills of exchange growing out of their mercantUe or 
manufacturing transactions. 

But, 
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Rnt.. under the present system of the exclusive privileges of the Bank of England, Pc ii^cotiand. 
does aot the circulation of Scotland depend upon the Bank of England in a great _ ^ 
measure ? —I should be inclined to think not; their payments are chiefly made ’ £gq°’^* 

among themselves. If I sell goods to a dealer in Liverpool or Lancashire, he does , ^ 

not accept the bill I draw upon him payable where he lives, as in Scotland, but he jg April 1826. 
accepts it payable in London, and he makes his provision there, it is more con- 
venient for him to do so ; if he requires accommodation in the shape of discount, he 
obtains it there. But that is not the case with the Scotch merchant or manufacturerj 
his transactions are confined to his own centres, Edinburgh and Glasgow, the prin- 
cipal part of their receipts and payments are made there. I should therefore be in- 
clined to think that the system of Scotland is susceptible of being continued whilst 
that of England was changed ; but at the same time I am also of opinion, it would 
not be wise so to continue it with reference to the safety and advantage of 
Scotland. 

Supposing the banking system of Scotland to be under any temporary difficulties 
by a run, or from any other cause, would not the Bank of England be materially 
affected by such temporary difficulties? — I am not aware why the Bank of England 
should be affected by such an occurrence. I think the Scotch banks, having a very 
large capital invested in the public funds, they would, if pressed in Scotland, resort 
to that capital, sell their stock, and take down the produce of it in that description 
of money which best suited their purposes and wants. 

Supposing the arrangement as proposed was to take place in England, and the 
system as it exists was to be continued in Scotland, would there be a greater dif- 
I ference between those two systems than there has subsisted between the system of 
the rest of England and Lancashire for some years past? — There would be this 
material distinction, that in Lancashire all our payments are in London, and there- 
fore we must provide our funds there to meet them ; it is not so in Scotland ; they 
make their payments in Scotland; and consequently that connection does not to 
the same extent exist between Scotland and England, which exists between Lan- 
cashire and the Metropolis, or the rest of England. 

If in consequence of the currency remaining on its present footing in Scotland 
there was to be an excess of paper in Scotland beyond what there is in England, 
would that show itself by affecting the exchange between Scotland and England? — 

I do not see how it would mix itself in the question of operations with England, those 
bank notes circulating only in Scotland ; if the issue is excessive, the surplus would 
immediately come back to the banker, as not being wanted, and he must of course 
provide for such excess. 

Under the system of Scotland, as at present established, do you think there could 
be an excess of bank notes remain out in circulation ? — I think it is not possible for 
an artificial circulating medium, such as bank notes, to be kept in circulation beyond 
the demand, either in Scotland or any where else; they would be unproductive, and 
not beneficial to the parties who held them. 

Do you not conceive that there have been moments when there has been an 
, excess of bank-note circulation in England? — There have been periods when the 

issues have increased most importantly ; but then that increase has led to an exten- 
sion, or gone hand in hand with an extension, of enterprize and undertaking which 
occupied those additional issues, thus at the same time extending tlie system; for 
instance, if a manufacturer wishes to extend his business, and can obtain credit from 
his banker for a sum in addition to that he before possessed, such accommodation 
enables him to increase his business ; those issues go into circulation through the 
medium of his business; he purchases more raw material, and employs more 
people. 

Is not the effect of an excess of issue of paper to depreciate that paper, and 
thereby to drive the gold out of the country? — The effect of excess of issues of 
money, like excessive supplies of every thing else, must lead to a depreciation in its 
value; and therefore, during the year 1825, when money perhaps was more abun- 
dant than at any former period, during the first six months of the year it became 
unusually cheap, so that discounts were obtained on very low terms. 

With reference to the year 1 825, do you think there was an unusual demand of 
capital or of currency which produced this effect? — I think previous to 1825 the 
s 4 business 
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Pi.n,-s«,ii..d. business of both the manufacturer and merchant in England was in a state of nro 
X Gladilons, “I'll Aey were both gradually increasing their capital ; this increase of 

£rj. capital went band m hand with an extension of credit, which induced the banke 

' every where, of all descriptions, to extend their systems of issue and accommodation* 

s6 April i8a6. tempted by the benefit resulting from it, and believing they were safe in doins so 
but in the country banking of England, too many of them being themselvef eml 
barked in objects connected with those issues, were tempted to lend monev 
imprudently on securities that have turned out to be very inadequate to their 
objects. 

Are you not of opinion that the rise in the value of the funds, proceeding from 
the quantity of capital existing in the country, ns well as the rise of every other 
commodity, made it more safe for the issue of circulating medium to advance and 
accommodate the holders of those securities than when they were at a lower price? 
~I think the more abundant money became, whether the fruits of increased capital 
or excessive issues, the natural consequence of this was to increase prices generally 
as well as of the public funds, both causes operating on a late occasion to nroducp 
this eiiect. ^ 

[The witness was directed to withdraw. 



WALTER FERGUS, Esquire, is called in; and Examined as follows: 



ARE you engaged in banking?— I am a partner in the Glasgow Bank. 

How long has that bank been established ?— Since the year i8io. 

How many branches have you ? — One at Kirkcaldy. 

How many partners have you?— At present nineteen. 

Do you carry on business to agreat extent at both places ?— To a great extentat 
Glasgow, and to a considerable extent at Kirkcaldy. 

■\yhat effect do you apprehend a suppression of one-pound notes would have 
upon the present banking system of Scotland ? — I conceive it would completely 
derange the system, by compelling the banks to withdraw their branches, limitinff 
the interest upon deposits, and thereby lessen, to a great degree, the power of 
accommodating the country. o ’ r 



Would it induce the banks to put an end to cash accounts ?—I 
decidedly. 



think so, 



If the law prohibited the circulation of small notes at the end of five or six years 
would that have any immediate eflfect?— I think it would necessarily induce the 
banks gradually to withdraw the cash credits, and thereby limit, to the extent of 
those credits, the accommodation they give to the trade of the country. 

• ■"‘ihced to refuse fresh cash credits'r—Certainly they would be 

induced to refuse fresh credits, and withdraw those they have given. 

Can you form any estimate of the rate of interest you could afford to give on 
deposits, when one-pound notes shall be withdrawn, the market rate of interest 
remaining, as at present, at five per cent?— That has been a subject very deeply 
considered by practical men, with whom I concur and agree, and the result has 
been that interest could only be allowed to the extent of two per cent, the market 
rate or interest being, as now, five per cent. 

What proportion do your notes of 5 1 . and upwards bear to those below 1 1 =— 
Ujrr small notes are to our large notes that of nine— in point of value as nine to 



snnnlied *1" y°“ apprehend that their place could be 

Ttbrnk not circulation of five-pound notes?— 

Why ?— Because five-pound notes are a species of paper that does not suit the 
common transactions of the country. * 

the common transactions in Scotland could be carried on if notes 
but none below that, were allowed?— Notes of 2/. have been tried for the 
mo ation of the country, and have been found inefficient in the ordinary 

transactions 
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transactions of the country; for wages and small transactions the paj'ments are Pt.ii.— Scotland. 

fV.Fergm, 

Have you formed any estimate of the amount of deposits in all the banks of 
Scotland ? — I certainly have been at very great pains to get information upon that '' ^ 

subject, and I am satisfied that the amount is considerably above twenty millions ; 

I would say twenty-five millions. 

From what classes of persons are those deposits chiefly ?■ — Generally from indus- 
trious tradesmen, small shopkeepers, varying from to/, to 500/.; the greatest 
number of deposits, and the greatest in their aggregate amount, are in small sums. 

Are there not, however, deposits from richer classes, and each of them to a 
much larger amount? — Certainly; there are deposits from 1,000/. to 20,000/. 
and 30,000/. 

I)o you apprehend that the reduction of the interest upon deposits to one half of 
the present allowance would lead to a great diminution of those deposits ? — Cer- 
tainly, it would lead to a very great diminution of those deposits. 

Have you been much engaged in the linen manufacture? — I was to a considerable 
extent during all my life, till lately. 

Have you given up the linen manufacture? — I have, some years ago. 

What effect would the cessation of cash accounts have upon the linen manufac- 
turer in the north of Scotland ? — It would limit his power of doing business, and 
procuring money requisite for his smaller payments at the cheapest possible rate. 

Could not the linen manufacturer receive equal accommodation from banks by 
discount, or in some other form of loan? — He might receive accommodation from 
banks by discount; but there is no other form of loan that I know of, except by 
cash credits and discounting of bills. 

Do you not reckon a cash account to be a bad one for a bank to keep, where the 
charge for the balance of interest at the end of the year exceeds two and a half per 
cent upon the amount upon which the credit is given? — I do. 

Is not the balance of interest payable at the end of the year upon the amount of 
a cash credit small, in proportion to the nature and magnitude of the transactions 
upon it? — To the number particularly; 1 should presume also to the amount. 

If the trade looked to discounts alone for accommodation, cash credits being 
withdrawn, would they receive that accommodation at the same rate, or would it 
cost them more ? — They would not receive it at the same rate ; it would certainly 
cost them considerably more. 

How do you explain that the charge by discount would be much greater than 
that on cash accounts of equal amount, seeing that in both cases the trader pays 
five per cent upon the money he actually receives from the bank ? — I suppose a 
manufacturer to have a cash credit for 500/., and upon the whole transactions of 
the year to have to pay a balance of interest of two and a half per cent upon the 
M'hole amount of his credit ; or in other words, that he has had occasion to use 
constantly, upon an average, half the sum for which his credit was given. Suppose 
him, on the other hand, to have obtained, by renewed discounts at three months, the 
same sum of 500/., and lodged it to his credit in the bank, drawing upon that credit 
at the same time and to the same amount as upon his cash account, he will then 
pay 5/. per cent discount, and by paying interest in advance one quarter per cent 
more, or in all 26/. 5s. ; and as upon the foregoing supposition, half of the sum 
placed to his credit n ill, upon the average of the year, remain in deposit to his cre- 
dit with the bank, he will receive upon Aai whatever interest is given upon de[)osits. 

If the banker gives but two per cent, as I suppose, after one-pound notes cease, 
the comparison will stand thus : 

Interest on cash account -f. 1210- 

Interest on discounted bill at 5-J- per cent - f. 26 5 

Deduct interest on deposit, at two per cent 

OH 250/. 5 - ~ 

21 5 - 

245- T 
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Loss to the manufacturer for the same use of the same 

money - - - - - - - - - 8 1 5 - 

If four per cent were allowed for deposits, the loss would 

be 5;. less - - 3 15 - 

In both cases, exclusive of the charge for stamps, &c. the 

first making the loss upon the money actually used -31 per cent. 
In the second i^per cent 



Is that additional charge of interest the only inconvenience that the trader would 

suffer by substituting loans, or accommodation on discount, for cash credits ?• 

I rather think not ; the person who procures a cash credit, does so upon the 
security of two or three substantial individuals ; he may be a man of little property, 
but upon that security he gets a credit of whatever it is, 500/. or 600/. ; his bill to 
any thing like that amount without those securities, would not be discounted. 



Could he proceed with the same confidence of security to deal, trusting to the 
expectation of discount, that he can upon a cash account? — 1 think not; because 
he could not at all times produce security nearly equal to those securities that are 
upon his cash account. 



Would he not be exposed to the risk of the banks not renewing his bills? 

Certainly. 

What effect do you apprehend would be produced upon the agricultural interests 
by withdrawing cash credits? — A very injurious effect, a very disastrous effect. 

Have a great portion of the farmers in your neighbourhood cash credits? 

A considerable number j I cannot state the proportion. 

Could they carry on their farming operations at present without them ? — I think 
not ; I am sure they could not. 

Has not the linen manufacture in the north of Scotland found great difficulty in 
its competition W'ith the German linens? — For many years it did; now, w’ith the 
use of machinery, and the low price of materials, I think the manufacture of the 
country is in a state to compete with German and Russian linens. 

Have you the prospect, that if the prosperity of the manufactures be not inter- 
rupted, they will ^ on in reasonable time, independently of the assistance of boun- 
ties? — I think so. 

Would not that prospect be much altered, if the advantage of cash credits .were 
taken away ? — Most undoubtedly ; but I really cannot form an idea of the disastrous 
effects that may arise from such an alteration. 



Would not the diminution of accommodation to the linen manufacturers of Scot- 
land, put them into a situation to require the continuance of bounties for the support 
of the trade, by withdrawing cash credits, and limiting discounts? — It certainly 
would lessen their power of going to the best market for purchasing their materials, 
and in that degree it would lessen their power of competition. * 

Do you object to the suppression of small notes, chiefly on account of the injury 
it will cause to the manufacturing aud agricultural interests of the country, or on 
account of the reduction of profit to the banks ?— Considering the point, with rela- 
tion to the effect upon the manufacturing interests of the country, I object to it 
chiefly on that account; with regard to the bankers, it is of less consequence to 
them, in any case they must have their profit. 

If ffieir profit were made up by additional charges upon the accommodation 
they aflorded to their custoniers, would not that tend to aggravate any difficulties 
they might feel ?— In proportion to the expense of procuring the circulating medium, 
the price of his commodity must be enhanced. ® 

Would the banks sustain any other loss, in the event of the extinction of small 
notes, by having t© provide gold to place the one-pound notes, in the expense of 
transporting it, and the interest on the increased stock of gold which it would be 
requisite for them to keep? — I think the withdrawing the deposits would be a very 
great item in the loss they would sustain. 

Have the Scotch banks been obliged to diminish their discounts and their 
9 advances 
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advances on cash credit within the last six months ? — Not their advances on cash 
credits, they have been obliged to diminish their discounts. 

When did they begin to diminish their discounts? — think in the month of 
February. 

Not before? — No, not before. 



Ft. II.— JScetisnd. 



36 April i8»6. 



Do you conceive that the system of deposits is necessarily connected with the 
issuing of small notes? — It is necessarily connected with it in our banking system, 
and it forms a great part of the profits arising from our banking system. It is 
a great deposit of money which is given out to the trade of the country for the 
profit of one per cent, for which the bank runs the risk of its business ; if that great 
deposit were withdrawn, and could not be issued with the same degree of safety, 
I conceive the consequences would be a total derangement of the whole system, and 
ruin to our country. 



Are you aware, that in other parts of the kingdom there are banking establish- 
ments who do not issue notes, and yet who allow equal interest with the Scotch 
banks?— I have heard so, I am not acquainted M'ith it. 



Can you in any way account for that facility being afforded and the same rate 
of interest being paid by those banking establishments? — If those banking esta- 
blishments which only issue gold pay an interest, I cannot account for it, but if they 
pay no interest, I can. 

In the event of small notes being prohibited, should you conceive there was a 
material diminution of the inconvenience in the permitting notes of 40 s. to be cir- 
culated ? — I have already stated, that forty-shilling notes have been tried, and have 
been found inconvenient ; that would have the effect only of lessening the inconve- 
nience in a very slight degree, only mitigating the inconvenience. 

That inconvenience having been felt when two-pound notes were allowed to dr- 
culate, would it appear to you to apply when one-pound notes were prohibited ? — 
I am of opinion that as the greater number of transactions in the ordinary business 
of our country is in one-pound notes, and below one pound, the two-pound notes 
would be of very little use. 

You are of opinion that there would be no material diminution of the inconve- 
nience from the circulation of two-pound notes, one-pound notes being prohibited? 
— I am. 

[The witness was directed to withdraw. 



JOHN COMMELIN, Esquire, is called in ; and Examined as follows : 

WHAT is your present professional employment? — I am Agent for the British Commelin, 
Linen Company, at their establishment at Dumfries. 

How long have you been in that situation ? — I went into the service of the bank 
about the 30th of May 1810, now nearly sixteen years ago. 

Had you any previous knowledge of the banking system ? — I had been a clerk 
to a bank agent for a short time in my early days ; but I was employed in the pro- 
fession of the law a large portion of my life, before I entered to my employment in 
the bank at Dumfries. 

What do you tliink wOuld be the general consequences to the system of banking 
in Scotland, of prohibiting the circulation of all notes under .5 1. even at the distance 
of six years ? — I am decidedly of opinion, that it would be directly injurious to the 
banks, and indirectly, and by necessary consequence, very injurious to the public. 

In what manner, under the system as at present conducted, does the bank make 
advances for the accommodation of the public ? — The bank under the present system 
inakes advances chiefly in their own paper ; they receive obligations which bear 
interest, and they give in exchange their own obligations, which bear no interest, 
and so long as those obligations continue in circulation there is an evident profit to 
the bank. 

Are they not in the practice of circulating their notes to the public through the 
medium of cash accounts ?•— Yes, very extensively. 

T 2 Through 
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Through the medium of deposit accounts ?— Yes; also upon current accounts. 

And by means of discounts? — Yes. 

Are those the various means that they have at present of issuing their notes to 
the public ?— The bank issue their notes in two ways ; they make advances on cash 
accounts, and they make advances upon discounts'; they also issue their notes in 
payments upon accounts current, and also in the repayment of deposit receipts. 

If this regulation takes place, do you think that the banks can continue their 
system of granting cash accounts ?— I think it must of necessity materially impede 
those operations, because there is upon this account, generally, a permanent ad- 
vance made by the bank. No person applies for a cash account except with the 
idea that he has use for the accommodation which the cash account affords him • 
there is therefore, generally, a permanent advance in favour of the accountant, be- 
cause, though the balance is varying in amount, the balance is in favour of the bank 
and against the accountant. There are exceptions to that rule : an individual may 
get rich upon this accommodation, and the balance may then be in bis favour, and, 
against the bank; but speaking of cash accounts generally, there is a permanent 
advance. *' 

Are the cash accounts granted at your branch very numerous ?— They bear a 
proportion of about one fifth or one sixth of the current accounts we have, and 
those are very considerable. 

To what extent do you grant a cash account ?— The bank decide as to the 
amount; but those in the branch under my administration are from 100/. to 1,000/ • 
very rarely beyond that. ’ ’ 

\V hat description of persons generally have cash accounts at your bank at Dum- 
fries? They are persons of respectable character, whose means are limited, and 
who have occasion for a small advance of capital ; they apply to the bank, and 
state the circumstances under which the application is made, and the names of the 
sureties they propose ; I transmit that to the bank, and if the bank think fit they 
grant the account. ^ 

Are they farmers or shopkeepers ? — They are chiefly small traders, retail traders > 
they are granted to farmers too, but generally on a limited scale ; they are more 
frequently granted to the trading and mercantile interests. 

Are there any accounts opened on the part of dealers in cattle ?— I believe there 
are some, but very few with me : I have generally considered their trade a very 
hazardous one, and I do not cultivate much connection with them. 

\ our deposits consist of deposits on running accounts and deposits on receipts 
do they not ? Yes, they do ; those are the only kind of deposit we have. ’ 

What is the proportion between jour deposits on receipts and your deposits on 
running accounts r-— I suppose we have three or four times as much on deposit 
receipts as on surplus balances on current accounts. 

W hat IS the average extent of your deposit on receipt ? — I should think probably 
about 50 /. or 00 /. : we have from 10 /. to a much larger amount; but by far the 
larger proportion of those deposits consist of small sums, from 10 /. to loo /. 

You do not receive deposits under 10/.? — No. 

Have you saving banks in your neighbourhood ?— There are a few ; there is one 
in Dumiries, and some in the adjoining parishes. 

The money of the_ saving banks is lodged with you probably ?— Some of the 
saying banks keep their accounts with me, and some may keep theirs with the other 
establishments in Dumfries. 

Is it not the general practice that where an account comes to lo /. it is transferred 
to yonr— ihe saving bank itself does not transfer it; and when any individuals 
lodge sums ot lof. 1 do not inquire from what source they derive them : they may 
derive them from the parish bank ; and I should think it not improbable that when 
they get up to that amount they do transfer them. 

From your knowledge do not the small sums lodged with the' bank on receipt 
reipam for a considerable lime ?~In general they do ; they are the fruits of economy 
and industry, and they remain there as long as the individual finds it convenient. 

Your 
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Your experience tells you that they add to the amount once a year, does it not ? 
__Very many do; but we have also frequently occasion to pay the principal sum 
and interest when called for. 

Is that required in small sums ? — It is not so frequently in the instance of very 
small deposits ; they more generally add to them. 

If the prohibition with regard to notes under 5 1 . were to take effect, could you 
give the same interest on deposit accounts? — I do not think we could, for a very 
large proportion of the payments on those accounts must then be in metallic cur- 
rency ; we would very probably be receiving in paper, and paying in coin. 

What is the proportional value of notes under 5 1 . and notes of 5 1 . and upwards 
issued at your establishment ? — To the best of my observation, I think the notes of 
1 1 . and one guinea form rather better than one half, probably about three fifths, 
of the circulation at the Dumfries branch. 
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Do not you find that the notes of 5 1 . and upwards, paid at your branch, make 
their way very rapidly to the bank at Edinburgh?— They make their way rapidly, 
either to me or to the bank in Edinburgh. I have no knowledge of particular notes 
paid in to the bank in Edinburgh ; but it is obvious that small notes, spreading over 
a much larger surface, and penetrating into more minute channels, will remain out 
loncfer, and will be the most profitable circulation to the banker. 

Are you not in the habit of getting fresh supplies from the bank in Edinburgh ? — 
When i want them ; but there are other establishments, particularly the establish- 
ment of the Bank of Scotland in Dumfries, with which we exchange weekly : the 
effect of that is, to bring back upon us a large number of the notes given out. 
When I do want any I write to the bank, and they furnish me. 

In point of fact, three, four, or five times in the year you get supplies ? — I get 
supplies just as I have occasion for them; sometimes I get larger supplies, and 
sometimes smaller; but the effect of those exchanges is to render frequent applica- 
tions to the bank less necessary ; if there were no exchanges, I must necessarily 
apply weekly to the bank. 

Notwithstanding those exchanges, do you apply once a month? — No, I do not. 

I probably apply once in two or three months, and the bank sends me out a large 
supply ; that goes out into circulation in the district, and a part of it is thrown back 
in the course of the week. 

Do you not think, that if this regulation took place, the direct loss which the 
bank would sustain from the loss of the interest on the one-pound notes in circulation 
would be much less than the total loss it would sustain from the measure ? — The loss 
of interest upon the small notes would not be the only loss the bank would sustain. 

What other sources of loss do you think would exist? — If the banks are called 
upon to substitute a metallic currency in place of one-pound and one-guinea notes, 
it is quite evident that upon this metallic currency, so furnished, they can have no 
greater profit than the common or current rate of interest ; but they could employ 
their capital, and obtain upon it the current rate of interest, without the necessity of 
keeping up any establishment at all ; and therefore the effect of the measure would 
be, as I conceive, to throw the total expense of keeping up the establishment upon 
what is by far the least profitable branch of the circulation. 

Do not you think, that besides furnishing a quantity of gold equal to the quantity 
of one-pound notes in circulation, you would be obliged to procure a larger sura of 
gold, for the purpose of sustaining the circulation of your higher notes ? — There 
can be no doubt of that. If we suppose that the total circulation of Scotland just 
now is four millions, the bank must, in the first instance, provide two millions, in 
order to meet the one-pound and one-guinea notes withdrawn ; they must also provide, 
probably, another million, for the purpose of supplying any enlarged demands made 
upon them in the course of their ordinary business, and also occasional calls that 
may be made upon them for payment of their notes, and it must be obvious that 
those calls would be much more frequent than at present. The obligation to pay in 
gold just now, though perfectly sound in law, has a more indolent and inactive 
operation than it would have under the new system; if a large proportion of our 
currency were metallic, there would be a constant demand upon the bank to 
change notes for gold, precisely as there is now a demand to change one-pound or 
one-guinea notes for silver. 

T 3 Do 
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pi.n-scoitod. Do you not apprehend you should have much more frequently to apply to the 
/. Commelio, Edinburgh for gold than you now have to require notes from them ’—Yes 

E,,. certainly, for there would be no exchanges ; that mode of supply would be cut off ’ 

s6 April 1826 ?“ “PPrehend that this proposed system would make you withdraw your 

cash accounts ?— I think it must materially cramp them ; the number of them 
must be reduced, and if continued at all they must be placed on a different 
footing. ‘ 

Do you apprehend you would charge a commission upon the transactions to 
indemnify yourselves? — I do not see how it would be possible to carry on the trade 
without it, and the trade of our district is so narrow that I do not see how it could 
aiford it. 

Are you ever in the habit of withdrawing your cash accounts from any other 
cause than suspicion of the solvency of the borrower or his sureties? — If a person 
gets a cash account he is generally permitted to retain it while the circulation 
appears profitable ; if it becomes unprofitable, the bank give notice that they are 
to call up tlie amount. 

Have not the British Linen Company been in the habit of withdrawing or con- 
tracting the number of their cash credits? — No; since I have been age* t to the 
bank they have not subjected me to any restriction in this respect ; they have never 
narrowed the circulation, nor given me instructions to discourage applications for 
cash accounts ; such accounts have been very much increased since I became 
agent. 

Have you been aware that that has been the case with any part of the country * 
— I have not. ' 



Do you issue two-pound notes?— No; there were two-pound notes in circula- 
tion, but they are now gone out of circulation, though we do see them occasionally. 

• event of a prohibition to issue one-pound notes, would it be a matter of 

indifference to you whether permission was afforded to issue two-pound notes ?— 
lhat would lessen the evil in some small degree, but I do not conceive it would 
cure it. 



^ould you not be able to change a five-pound note by two two-pound notes 
and 20s. in silver .■' — The inconvenience would be diminished certainly, but onlv 
in a very small degree. •' 



You have stated that, in the event of a change taking place in six years, you 
might think it now necessary to withdraw your cash credits? — What the bank 
might be disposed to do now, with a view to any prospective state of things, it Is 
impossible for me to say ; I am a mere agent, and of course subject to the bank’s 
control; they would take the measure into consideration; but I am quite sure 
that If It took place m six years they would gradually take in a reef, and prepare for 
a storm. 



Would not thej be disposed to take the chance of events?— The system of 
banking must necessarily be continued, but in what way, and to what extent would 
be for the consideration of the bank. 



When you say that the system must of necessity be continued, do you mean to 

say that accommodation must of necessity be given at the same cheap rate^ Not 

to the same extent, but there must be a banking system for Scotland. 

♦V. consider this as a question that does not merely embrace the interests of 
me banks, but the much more important interests of the public at large?— 
Certainly I do ; what affects the one must by indirect consequence affect the 



But the banker must fail in the means of making a profit?— Yes, certainly ; if 
he does not make a mercantile profit he will not bank upon metallic currency at the 
ordinary rate of interest. *' 

Of course you could make that only by charging the public with a commission ? 

lhat appears to me the necessary consequence. 

Have you seen or heiud of a proposal to make each branch of a bank pay 
Its own notes at the district where they are issued? -Yes, I have heard of sich 
a proposal. 



What 
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What effect do you think that would have upon the branch banks ? — The nature 
and form of the note must be altered. It seems to me that it would introduce 
some degree of confusion into the system, for it is quite clear I could not be called 
upon to pay in specie at Dumfries those notes which were issued by the branch bank 
at Inverness. 

That is not the meaning of the regulation; but suppose it was enacted by law 
that all notes issued at your branch should be payable in gold at your branch, and 
that the notes issued at Inverness should be payable at that branch, what effect do 
you think that regulation would have upon the system of having branch banks ? — 

I think it must narrow and circumscribe them very much ; they certainly could not 
be continued to the same extent. 

Would it not erect the branches of the same bank into hostility to each other, 
as you would be obliged to return the notes issued at Inverness ? — I would send 
them to Edinburgh ; it would give each branch, as it were, an original character. 

It would in fact be banking by deputation, instead of circulating notes there 
of the bank?— It would be like one individual having ten, fifteen, or twenty 
hearts. 

If the issue of all notes under 5 1 . was prohibited, do you think the British Linen 
Gimpany, or any other establishment, could maintain the same number of esta- 
blishments they have at present ? — I think it is utterly impossible that they could, 
and that the change must go to the discontinuance of a great number of the country 
establishments. 

Have you had a great deal of conversation in your neighbourhood with well- 
informed persons on this subject ? — I have heard a great deal of it, and have read 
something of it. 

Have you ever heard of any person who thought it would be advantageous to 
Scotland? — I have uniformly understood that the public feeling is most decidedly 
against it ; whether that feeling be well or ill founded is another question ; but there 
can be no doubt that the public feeling is in decided hostility to the introduction 
of the measure proposed. 

Has it ever been the practice of the British Linen Company, in public works, 
such as roads and bridges, to open a cash account with the trustees upon the roads 
and bridges, and to advance money upon their credit before the receipts by tolls 
would enable them to raise money in another mode ? — I believe the bank do occa- 
sionally grant cash accounts of this description, but such accounts in my district are 
rare, though we have one or two cases of the kind specified in the question. 

Have you reason to think, that if that accommodation had not been given, there 
would have been great difficulty, if not an impossibility, in the meantime, of carrying 
such public works into effect? — ^The granting such accommodation would certainly 
facilitate the execution of the public works. 

Under the system of banking which prevails in Scotland at present, do you think 
it possible there can be an over-issue of paper? — It appears to me, that the 
exchanges necessarily confine and limit the issue of paper to its just and proper 
amount, to such an amount as the occasions of the public require ; if there is an 
over-issue of paper, it comes back immediately upon tlie bank, and they suffer 
under the penalties of too extended an emission. 

Have you had any experience since you have attended to the subject of banking, 
of a run on banks ? — No ; we never have had any such thing in our neighbourhood, 
and I trust never will. 

Have you ever had experience of any panic existing? — No ; but if there were 
a panic, I do not apprehend the abolition of the small notes would prevent it ; 
because, if a just or an unjust suspicion attached to any particular bank, and if 
I had a five-pound note of that bank, or a twenty- pound note of that bank, I would 
certainly run w'ith more velocity and ardour for payment than if I had only a one- 
pound or a guinea note ; and therefore, though the abolition of the small notes 
■would diminish the number of the runners, it would not diminish the intensity or 
ardour of those who did run. 

You have said, that under the system of banking, as established in Scotland, you 
T 4 cannot 
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cannot conceive an over-issue of paper '—No; not under the system of exchange, 
which prevails m Edinburgh. •’ ^*^«anges 

Supposing the circulation of Scotland was to be conducted bv one tenth of <mlH 
and the other nine tentns of bills of exchange drawn by individuals, payable at thrp. 
months, either in London or in the country, with indorsements ; do not you th nt 
such a system of circulation must be much more liable to an over-issue?— Thl. 
appears to me to be very plain. 

If such a system of circulation was to prevail, can you conceive that there 
™nceimed°"^ “ over-issue ?— Nothing, but the bankruptcy of the parties 

I am no^"'* circulation in Lancashire ?— No, 

[The witness was directed to withdraw. 

Ordered, That this Committee be adjourned to Friday next 
twelve o clock, ^ ^ 



Die Veneris, 28 * Aprilis, 1826 . 
The LORD PRESIDENT in the Chair. 



ORDER of Adjournment read. 

JAMES GIBSON CRAIG, Esquire, is then called in; and Examined 
as follows : 

WHAT IS the nature of your professional employment?— Writers to the Sisnet 
are Solicitors in the Supreme Courts of Scotland ; they have peculiar privileges ; 
S8 April 1826. they are possessed of by far the greatest share of the business of buying and selling 
estates, borrowing and lending money on securities, managing the affairs of the 

of S™ountry "''y “''<=> >" "lonty agents 

How long have you practised as a writer to the signet?— I shall have been a 
writer to the signet forty years next December. 

Have you not an opportunity, in the usual course of your practice, of acquiring 
knowledge about the situation of the merchants and the manufacturers of Scotland 
as well as the landed proprietors ? — Certainly. ’ 

Are you acquainted with the banking system of ScoUand?— I am. 

State to the Committee the opinion which from experience vou have formed of 
that systemr— It appears to me that it is as free of objection as anv system of 
banking can be ; it has produced incalculable benefits to the country, and has given 
universal satisfaction to the inhabitants. 

_ What are the various means by which the banks of Scotland throw their notes 
into circulation r By discounting bills, and by granting cash credits. 

State what you know of the nature of the cash accounts?— Cash accounts are 
generally given at banks upon the security of individuals, sometimes upon the 
security ot stock of the bank, and very rarely on real security. 

Do you conceive that the practice of granting cash accounts has been attended 
with great beneht to all orders of society in Scotland ?— With immense benefit. 
Ihere are very few young men wlio, in their outset of life, do not obtain cash 
accounts, most country gentlemen have cash accounts, and a great many farmers. 
There IS hardly any public work undertaken that the first thing is not to secure a 
large cash account from the banks ; and without these, I am quite sure that mauy 
of the most important public works in the country could not have been proceeded i 
in the manner they have been. ^ 

Do you think that the banks could continue to grant cash accounts, if by law their 
notes under 5/. were to be withdrawn at the end of six years from, this date ?— They 

certainly 
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certainly could not continue to grant them upon the terms on which they are now puII.— Scotitmi. 
given ; at present they are granted merely upon the payment of the interest which / q cvaiV 
may be due upon the running account, without any other charge of any kind, let the ’ £^5™°’ 

account go to any extent it may. If tlie small notes were done away, cash accounts ' 

might be continued to be granted, in a very limited nmnner, at the principal banks, Aiuil i«»6. 
01- perhaps at a few of the principal towns near the banks; but this could be done 
only OH additional charges for commission, and probably not allowing so high 
interest on money paid into the bank. 

Supposing that, instead of prohibiting the circulation of notes under 5/., Uje regu- 
lation was, that all notes should be prohibited under 3/. or 2/., do you think that in 
either of those cases it would be possible for the bank to grant cash credits? — 

I think it would be hardly possible. The great object in giving cash accounts is the 
circulation of the small notes in payment to workmen, and of small accounts. Even 
the two-pound notes would be of little service in payment of workmen ; the wages 
are generally paid weekly, and they very seldom amount Jo any thing like a two- 
pound note. 

Have not many of the bafiks in Scotland branches throughout the country ? — 

They have. 

Do you think that those branches have been atteixled with gr,eat benefit to Scot- 
land? — Most certainly. 

if no notes were allowed to be circulated under 5/., 3^. or 2/., do you think the 
banks could continue their various branches ? — I do not. 

What is your reason few thinking that they could not?’— Almost the only circula- 
tion of the brandies in Scotland is in notes of 1 tliese are generally circulated 
through the country in the payment of wages, and all the smaller accounts. I am 
quite satisfied that even two-pound notes would not answer there, and therefore 
•their circulation would be extrenmly limited, and produce no profit equal to that 
Iwnks have now, and no profit such as it would be any object for the banks to act 
upon. 

Have you ever known a run upon the banks of Scotland in tlie course of your 
experience, arising from a panic? — Never. 

In the course of your professional experience, have you known any banks fail in 
Scotland, whereby the public sustained any loss? — There were two; the Stiriing 
Merchant Banking Company and the Falkirk Union Bank. 

Have you the means of know ing the amount of loss sustained r~I have a state- 
ment of the affairs of the Merchant Banking Company of Stirling ; tlieir total debts 
were 50,140/. ; of this tlie preferable debts which were paid in full were 8,830/. ; 
upon die remaining debts there was 14^. yrf. a pound paid, wliich left a deficit of 
loss to the public of 10,840/. ; but this arose from fraud on the part of the partners, 
and from immense law expenses incurred in consequence ; because the funds reco- 
vered by the trustee amounted to 59,000/., being about 9,000/. beyond the amount 
of tlie whole debts. 



From whom had you this account of the Merchant Banking Company? — From 
Mr. Wight, a partner of the trustee. 

Have you any information with regard to the loss sustained by the public, in the 
case of the Falkirk Union Bank ? — In the case of tlie Falkirk Bank the debts were 
5 boo 8 /. ; they paid 95. in the pound, and are expected to pay li. or ' 2 s. in the 
pound more; suppose they pay 10 5 . in the pound, the loss sustained will be 
25 > 504 /', and the loss by the two banks will be 36,344/. 

Have you ever known a demand for gold on the banks of Scotland that was not 
immediately complied with? — Never. It is very seldom there is any demand for 
gold, except for the payment of travelling expenses of persons going to London ; 
the only instances I ever kuew of demands to a great extent, were from the agents 
of one gentleman. 

^Vho was that gentleman? — Mr. Maberly. 

Supposing from any cause Scotland had a demand for an additional quantity 
of gold, from whence must it be .supplied? — From London ; there is no Mint but 
in London, and there is no place but the Bank of England from which any con- 
siderable quantity of gold coin could be obtained. 

245. U Uo 
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Do you think it would not be a great hardship on the Bank of England to find 
gold for Scotland? — I think Scotland only gets gold from the Bank of England by 
a demand for payment of the notes of the Bank of England ; and Scotland, in 
doing so, only exercises the right which every foreign state exercises, of getting 
payment of the notes of the Bank of England in gold. 

Do you not think that Scotland, drawing all its gold from England, would be 
a hardship on that country? — I think, in the relative situation of the two countries, 
there can be no hardship. The whole taxes of Scotland are remitted to London ; 
the whole management of the public debt centres in London ; it is the only place 
for foreign exchanges; and there is always a very large debt due from England to 
Scotland ; and therefore it does not appear to me that when Scotland asks pay- 
ment in gold of part of the debt due from England, that England has any right to 
complain. 

Do you not know that all gold got from abroad by Scotch merchants goes to 
London? — There is no market for gold in Scotland at all; and of course all the 
gold that comes from abroad for the Scotch merchants must go to London. 

Supposing that in Scotland a circulation of gold was established for all sums 
under 5 do you think that change of system would tend to relieve the Bank of 
England from the pressure occasioned by a sudden application for coin ? — I think 
not ; I think that if there was a gold coin currency established in Scotland, it would 
be necessary to keep a certain quantity of gold in Scotland for the circulation j if 
any part of that currency went out of the country, it must be immediately supplied ; 
and therefore, although it might go the one week to London, in payment for such 
purposes as your Lordships suppose, it would be absolutely necessary to bring it 
back next week from London, otherwise there would not be a sufficient quantity of 
the circulating medium left for the country. 

Do you think, if there was a gold currency in Scotland, the applications to the 
Bank of England for gold w'ould necessarily be more frequent than they are at 
present ? — I think there can be no doubt of that ; at present we have very little 
occasion for gold in Scotland ; but if a gold currency was established, it would be 
absolutely necessary to keep up a supply ; the demands, therefore, would be much 
more frequent, and to a much greater extent than they are at present. 

Do you not know that there has long prevailed in Scotland a practice of the banks 
weekly or monthly exchanging their notes against each other, and paying in gold, or 
drawing on London for the balance ? — There is a regular exchange twice a week, on 
Mondays and Fridays, of all the notes that are circulated in Scotland. Every 
person circulating notes in Scotland must have an agent in Edinburgh to make the 
exchange, otherwise his notes would not generally circulate. 

Under this system, is it not the universal belief in Scotland that it is impossible 
there should be an over-issue of paper? — 1 think it impossible there can be an over- 
issue of paper; there may be a slight over-issue for a few days, but the practice of 
exchanging necessarily corrects it. 

Does not that practice give general confidence in that country ? — Perfect con- 
fidence. 

Do you think there could be any combination among the bankers of Scotland by 
which they could contrive to create an over-issue of paper ? — 1 do not think so ; 
they might contrive to put it out for a few days, but it would instantly return upon 
themselves, and they would be obliged to pay tlie difference at an unl'avourable 
exchange. 

Have you any reason to believe that there exists any understanding or com- 
bination of the different banks in Scotland for the protection of each other? — No, 
none. I believe that in common place arrangements there is an understanding 
among them; but that it goes no further. I know that the Royal Bank, without 
communicating with the other banks, some time ago lowered its interest; and 
afterwards, when the money market became in a more feverish state, that bank 
raised its interest without any communication with the other banks. 

Did not the other banks complain of that ?— -I believe the other banks thought 
the Royal Bank should not have done it without giving some previous notice. 

Did the otlier banks follow the example? — The other banks followed the 
example. 

From 
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From your experience of the transactions of business in Scotland, do you not 
know that there are periods of the year when a much greater quantity of a circulating 
medium is required than at others ? — From the commencement of spring to about 
the month of November there is a regular increase, I believe, of the circulating 
notes of Scotland, and then tlie quantity is drawn in again till the following spring. 

At term times is there not a great alteration in the demand ? — ^The alteration is 
particularly at term times : sometimes the transactions are to a very great extent 
then, ami of course the issue of notes (for the moment almost) is proportioned to 
that demand. 

Have you not known the banks unable to supply the demands for notes which 
were made upon them? — At Whitsunday 1824 (Whitsunday is the great money 
term of Scotland) there was an immense number of transactions which came to be 
settled ; and by eleven o’clock of that day there was not a bank in Edinburgh that 
had a single note in its possession. The banks were obliged to send round to each 
other, to endeavour to borrow notes to carry on their operations, but were not able 
to get them. By three o’clock the notes had all returned into the banks ; it was 
a mere transferring from hand to hand. 

Has there, to your knowledge, been much money remitted from England to be 
invested in landed security, or otherwise, in Scotland ? — A great deal ; I myself 
have, within these few years, lent several hundred thousand pounds. 

And you have reason to know that others have also done so? — To a great 
extent. 

From your experience, as a professional man, do you believe there has been more 
money remitted from England to be laid out in Scotland, or from Scotland to be 
laid out in England ? — With the exception of the funds, which may be looked upon 
as national securities, there is an immensely greater sum of money remitted from 
England to be laid out in Scotland; indeed I never heard of any money whatever 
being remitted from Scotland to be invested in England, for we consider our 
securities on landed property to be infinitely preferable to tlie mortgages of 
England. 

Have you any knowledge of the amount of deposits in the banks of Scotland ? — 
From information I have got from various quarters, my belief is, that the amounts 
of deposits in the banks of Scotland may be about twenty-four millions. 

Are not those deposits composed, in many instances, to your knowledge, of very 
small sums? — Of very small sums : I have reason to believe that more than one 
half of those deposits consists of sums from 10/. to 200 1 . 

What interest is given on deposits ? — Four per cent. 

Do you think that the banks could make up the loss they would sustain, by with- 
drawing their small notes, by lowering the interests on those deposits ? — I have no 
doubt they could if the depositor would accept of the reduced interest. 

Have you not reason to believe, that if the interest was much reduced those 
deposits would be drawn out to be otherwise employed? — I think there can be no 
doubt that would be the case. When the banks reduced their interest sometime 
ago, a great part of the deposits was drawn out to be invested in various different 
Ways; and as the depositors did not get from the banks the interest on which 
they were depending, and did not choose to take a less interest, many of them went 
into schemes which have turned out very ruinous to them. It has been one great 
cause of over speculation, that the people did not get the interest they had been 
accustomed to from the banks ; they therefore drew it out to invest it in joint stock 
companies, lent it to builders, or on other inferior securities, or became builders 
themselves. 

Would the lowering of the interest on the deposits be attended with any other 
important consequences ? — I think the lowering of the interest on deposits would be 
attended w ith important consequences with regard to the smaller depositors. The 
banks and the branch banks act as savings banks to those people ; in this way they 
encourage the industry and economy of the people, and of course improve their 
"lorals. If a smaller interest were to be given, the inducement to industry and 
economy would be lessened ; and probably the poor people would become a prey lo 
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Pt. II.— ScoiUna. those around them, who were not able to rfiake good their money, but might contrive 

, ^ ^ ■ to borrow it from them. 

J. (j. Craig, 

^ Esq. ^ Since this alteration in the law was projected or talked of, have you not had 
' opportunities at public meetings, and otherwise, of knowing the sentiments of the 
a8 Apnl 1S2C. people of Scotland on the subject ? — Certainly. 

Did you ever know the opinions of all parties so united upon any subject in the 
course of your life? — Certainly never. 

Can you state any exception to the general feeling amongst practical men upon 
the subject? — The only exception that I have heard of is amongst persons who, 
having acquired considerable capital themselves, are anxious to shut out of the 
market youhg beginners, who ai*6, by means of the facilities afforded by the banks, 
enabled to compete with them. They think, that if the system were changed, the 
banks cbuld not give the accommodation, aiid tliat the market tvould be much more 
left to themselves. 

Have you observed any change at all in public opinion upon that subject ; was 
the feeling against the withdrawing small notes as eager at the moment you left 
Scotland as it was at first? — The feeling was quite the same then as it was 
originally. 

Have you not yourself had great experience in farming, and in the improve- 
ment of land ? — I have. I have farmed and improved my own property to a very 
great extent. 

In what were your pecuniary payments made ? — My overseer generally pays 
some thousands a year, and the whole payments are in small notes, never in notes 
exceeding 1 /. 

Do you not believe that the improvement of land throughout Scotland has been 
greatly facilitated by the existing banking system ? — I think the existing banking 
system has been the mainspring of the great improvement of Scotland. 

In your professional employment, have you not opportunities of hearing what 
is going on, in the way of improvements, in almost every part of Scotland ? — 
I have. 

Are you aware, that notwithstanding the Ayr Bank was very injurious to the 
partners, its existence was the first cause of the improvement of Ayrshire and the 
surrounding counties ? — There can be no doubt of that fact, I believe. 

Explain why ? — The gentlemen of those counties were the persons mostly con- 
cerned in the bank. The bank afforded a most liberal accommodation to their 
partners ; the greater part of which was laid out in the improvement of their estates. 
When the bank failed, demands came upon the partners for the money which had 
been advanced to them ; it became extremely ruinous to the gentlemen who were 
much in their debt, but still the money had gone in the meantime to the improve- 
ment of the country, and had introduced a series of improvements that otherwise 
probably could not have been introduced, at all events at so earlv a period. 

What was the cause of the failure of the Ayr Bank ? — I believe gross mismanage- 
ment. It was conducted on an improper footing. I have often heard it said, The 
bank was insolvent within fourteen days of its being fully established, from having 
given accommodation so extremely liberally, which they were not able to draw 
in again. 

Are you aware that the mismanagement in w inding up the affairs of the bank was 
even greater than it had been originally ."——lire smaller proprietors w'cre sacrificed 
to the greater ones. The proprietors were able to have paid ten or twenty times 
the amount of the debts; but, in order to save the greater proprietors, they went 
into a system of annuity, which became extremely unfortunate, and was the cause of 
the ruin of the small ones. 

Have you heard that a Bill has been brought into Parliament which has for its 
object the payment of notes in gold at the branches of the banks where they are 
issued ? — I have. 

What would be your opinion of the consequences of that Bill, if enacted into a 
law ? — I have said already that I conceive the withdrawing of the one-pound notes 

would 
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•ould render it impossible for the banks to continue giving cash credits, particularly Pt, ii,-^coti«nd. 
"t the different branches. I think, if such a law were to pass, it would render it j Q Cra' 
impossible for the banks to continue any of their distant branches; they might con- ' 

tinue some of the nearer branches, by charging additional commissions, and taking ^ ^ 

advantages which they do not now possess. The law would create great incon- igsg. 

veiiience to the banks ; as the notes could only l>e issued at those places from which 

they 'vere dated, the notes would be constantly going from one brunch to another ; 

tliis would occasion great expense and trouble and great risk, and I do not see any 

advantage that could possibly arise from it, because at present, although the notes 

of the banks are only legally demandable at the head office, they are constantly 

paid at every branch of the different banks which have issued. 



Do you think the objection would accrue equally in the case where one-pound 
notes remain issuable, and in the case where no notes were allowed to be issued 
under 5^-? — No notes being issued under 5^. would greatly increase the diffi- 
culty ; but I do not think they could be kept on, even if the one-pound notes were 
allowed ; the bank would be obliged to keep a stock of gold at the head bank, for 
the whole of its issues ; it would also be obliged to keep a stock of gold at all the 
different branches, for all the demands that mi^t come upon each of those branches : 
the expense of such an additional quantity of gold would be so extremely heavy that 
I do not think the banks could afford it. 



If the notes were made payable in gold only where they were issued, why should 
the head baiik keep a stock of gold equal to all its own notes, and to the notes 
issued by its branches also? — That would greatly lessen the objection, so far as the 
banks were concerned ; but it would create a serious objection, so far as regarded 
the convenience of the public ; for if a note was made payable only at Aberdeen, 
and came to Edinburgh, it must travel back to Aberdeen again, before payment 
could be legally demanded. 

[The witness was directed to withdraw. 



JAMES HADDEN is calletl in ; and Examined as follows t 

WHAT is your employment? — A Manufacturer at Aberdeen. James Hadden. 

How long have you been established in business ? -Upwards of forty years. ' 

In what branches of manufacture r — In the linen manufacture, and tlie woollen 
manufacture. 

Have you during that time had experience of the facilities given by the bank 
establishments in Aberdeen?— I certainly have. 

Do you think the agriculture of that and the neighbouring counties, as well as 
their manufactures, liavc derived great benefit from the banking establishments? — 

Certainly I do. 

Have not the banks been always in the habit of granting cash accounts? — Ever 
since I have known any thing of business they have. 

Do you consider that practice to have been attended with benefits — Certainly 
I do. 

Do you know whether the banks have been in the habit of taking deposits and 
paying interest for small sums? — They have. 

Upon what sums ? — Various sums ; I believe they take them as low as 10/., and 
from 10/. upwaids. 

Do they take them below 10/.? — I do not know whether they do, I am not 
a partner in a bank ; I was a partner in one ten years ago ; I do not recollect at 
that time having taken less than 10/. 

How long were you a partner in that bank ? — I believe about twenty years. 

Is not the practice of giving interest upon those small sums so deposited, the 
great means of increasing the economy and industry of the persons depositing? — 

Certainly. 

Have you had any opportunity of knowing the general sentiments of persons en- 
gaged in agriculture, manufacture and trade, with respect to the probable conse- 
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quences of withdrawing small notes from circulation ?— Yes, I had, before I | o 
home ; I was present at several meetings that were called in consequence of th 
mtention of Parliament interfering with the small-note circulation ; there were nre 
sent there a great number of all classes and descriptions of people, who expressed 
their sentiments as very hostile to any intention of changing the currency of Scot 
land, and petitions were immediately drawn up and signed for the purpose of beins 
presented to both Houses of Parliament upon that subject. • ° 

Have you any reason to believe that the objections felt to that measure have in 
any degree diminished ?— No, not the least. ‘ 

Is it a general practice for the farmers in the north of Scotland to have cash 
accounts? I think it is ; I think almost every man of any kind of note or character 
has a cash account. 

Do you believe that the withdrawing those cash accounts would be prejudicial 
to^the agricultural interests of Aberdeenshire and the northern counties ? Certainly 

Do you believe that if cash accounts had not been given at all, the improvement 

in the county of Aberdeen could have made the progress it has done? I do 

not think it could ; tecause 1 know many instances of young men who have risen 
trom the lowest situation of servants, and commencing business as manufacturers 
"'ho bave taken small farms, by the assistance of cash accounts] 
hich they were enabled to have from the banks, owing to the security of their 

frurers o 7 «„®Selle ef.e„r“ 

thPh the persons employed under you as manufacturers are in 

me habit ot lodging their savings on deposit accounts with the banks?— Yes 
1 know several of my own servants who have done so, and continue to do so now. 

If the interest on deposit accounts were lowered, do you believe the lower 
classes would lend their money to the same extent to the banks r— If they were 
much lowered 1 should think not. ■' 

have you in Aberdeen ?— We have three banking 
establishments betogiiig to the place, the Aberdeen Banking Company, the Com- 
mercial Banking Company of Aberdeen, and the Town and County B^k of Aher- 

C^LScTal trS Sl“ “ 

iug Mr! mS^^Ino! lT"„o^^^ 

in hanking establishment in Scotland that issues notes payable 

in London except Mr. Maberly s? — I do not. ^ ^ 

How long have those notes of Mr. Maberly’s been in circulation!-! should 

beyond°thar ^ 

■ 0°*^ know the places at which Mr. Maberly issues notes in Scotland? It 

GlC',rdVdTnLth“‘“' Montro^'-'S^nLe': 

mote bauL’*"'*’"" agencies?-! do not know which is the 

theTa!e““pT;aWerit.”“^ -y 

In your manufacturing establishments what number of people do von nav 

In what currency do you pay them, and to what amount?— We pay them in 
buZems « naf wLr'" I" "V Sen. ” ta 

eirre“ey ® '’4“"'- or CSoof. in that 
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Would it answer to make those payments in five-pound notes? — We could not p». ii .-Scoti.nd. 

^0 it James Hadden. 

Could you do it in two-pound notes ?— No ; there is not one individual, nor one ' ^ 

family that receive to the amount of 2 1 . per week ; I once tried to pay them in 
five-pound notes, when silver was very difficult to be had, and we found very great 
inconvenience and very great misconduct among the servants in consequence. We 
were obliged to class them, and put so many into a class ; two of them went out 
to get change for a large note, and to distribute amongst the others ; they went to 
aleLuses and to spirit-shops on purpose to procure this small money; of course 
they roust drink a little in order to procure it, they seldom failed to get drunk ; 
then there wa;j a quarrel about the balance of the money, and they came back upon 
my paymaster ; and we were obliged to discontinue it at any expense, feeling it 
would "demoralize them entirely, and take them off from their work. 

Is it your opinion that it would be injurious to the agriculture and manufacture 
of Aberdeenshire, if small notes were withdrawn from circulation have no 
hesitation in saying so. 

Would it demoralize the country, if the small notes were withdrawn, if they were 
replaced by a proportionate quantity of gold ? — Certainly not; I do not know how 
gold should demoralize them, if it were to be had. 

Your objection to gold, then, is the difficulty of procuring it ?— If it means 
a metallic currency, a currency of gold, I would say, that it would not be so bene- 
ficial to Scotland as the bank notes convertible into gold; I consider bank notes 
convertible into gold to be preferable. 

Do you suppose there is gold in Scotland capable of converting them ? — 1 never 
heard of any application for gold being refused. 

Did you ever liear of any notes being changed into gold to any great extent r — 

Yes, I have heard of a large sum being applied for lately by Mr. Maberly. 

If the interest on deposit accounts were to be much abridged, you have stated 
that you think those small deposits might be withdrawn ; do you not believe that 
the poorer orders who lend those small sums on deposit receipts, would lend their 
money on much worse security ? — Yes, 1 think they might be tempted to do so ; 
that they might be tempted to take a higher rate of interest from an individual, by 
which their money might be in hazard, and they might be losers ; whereas when 
they put the money into the bank it would be secure. 

Do you think they would have any objection to leave their money in the saving 
banks above that sum, if they got the same rale of interest? — The saving banks 
will not receive above a certain sum ; I believe not above 20 I am not certain 
as to the sum. 

Do you know where the money in the saving banks is in general deposited in 
Scotland ? — In the banks, I think ; I know that is the case in Aberdeen. 

If the interest was lowered on deposits, would not that affect all the saving banks 
throuahout Scotland also? — Of course they would be obliged to reduce their inte- 
rest, as thev did when the banks could not afford to give so high an interest, in 
consequence of the value of money falling; then the managers of saving banks 
were under the necessity of reducing the interest they paid to depositors. 

Are you aware of the system of saving banks in England, how their money is 
disposed of? — I do not know the constitution of the English saving banks. 

Do you happen to know the number of depositors in the Aberdeen banks ?— 

I do not know the number, but I understood the number is very large. 

Several thousand ?— I cannot speak to the number, not being a partner; but 
I have heard a director say that there were two or three thousand in one of the 
banks, I think. 

[The witness was directed to withdraw. 
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DAVID GEORGE SANDEMAN, Esquire, is then called in; and Examined 
as follows : 



Pl. II — ScotUiid. 



D. G. Sandman, 




s8 April 1826. 



ARE you engaged in any banking concern in Scotland ?~I am a Director and 
Proprietor of the Commercial Bank of Scotland, and have been so from ita 
commencement. 

Were you engaged in the Perth Banking Company formerly ?— I was. 

As a partner? — I was; and director. 



How long has the Perth Bank been established r— There have been thre^ 
partnerships, the first in 1766. 



Before you were a banker at Perth were you not concerned in business in Lon- 
don? I was, from the year 1775, about eighteen years in Loudon in the 
mercantile line, and iiad opiiortunities of seeing a great deal of the banking business 
in London. 

You were a director in the second of the three partnerships at Perth r — I was. 

How many cash accounts had the Perth Bank?~On an average about two 
hundred and fifty-, during the time I was director. 

To what amount upon the average? — They ran from one to three, four and five 
hundred; a very few j,ooo/. 

What was the total loss on cash accounts during the twenty-one years vour 
partnership subsisted ?— Though two Imndred and fifty were existincr, there w4s a 
very considerable succession by deaths and otherwise ; I suppose during that time 
there might have been a thousand accounts or more ; there was no loss but upon one 
cash account of about 200/. ^ 



The transactions 111 extent were very great during that period probably?— For 
a provincial place like Perth they were very considerable ; they ran from eighty to 
ninety millions, payments and receipts inclusive, in the twenty-one years. 

How many bad debts did you make during those twenty-one years altogether ?— 
1 think the loss by bad debts in every way did not exceed 1,200/. 

The Perth Bank is still in continuance ?-Yes, there were three copartnerships • 
It began in 1766, the second in 1787, and the third in 1808. ^ 

‘'“""S y°"‘' suppose seldom less 

than an hundred and fifty ; sometimes an hundred and seventy-five. 

loo/*'2ch person could possess more than twelve shares of 
They were all paid iipr — T es, they were paid up immediately. 

dividend ?_It varied according to circumstances t we 
divided our proBts every year, with a reasonable reserve ; Uiey advanced from 61 
per-cent upwaids; for one or two years they amounted to two and twenty per 

from“/°o^?efvet?ce^^^^^ say 

Were not the shares In that bank transferred ?-I made inquiry at Perth latclv as 

vea?%oT-'"Jhe^v"h ’ ‘'‘?y tundred and seventy-five iiamicrs, in the 

year 1808, they have since made above two hundred transfers which of cour-e 
increases the security to the public. “umcis, wmeu or course 

What have you known a share of loof sell for?— I think they have sold for 
220/. Ill the partnership which I was engaged in. 

tior=‘‘“Ahl"'!“rir.f-''l^°“7‘”“'',“'“ “"'a "■ their circula- 

tion. -Above two thirds under si- Ours is partly a Highland eoimtrv, and of 
eouise the pioportion of smallnotes m circulation is larger. I will not say in con- 
sequence of the poverty of the country, hut from the thiimess of its iio|mlatuin. 

Call 



Printed image digitised by the University of Southampton Library Digitisation Unit 



L> 



ed 



id 

ts 




'0 

/e 



Jr 

a 

le 

le 

)r 

;o 



;s 

)f 



1 . 



y 

s 

c 

e 



>{ 



on the CIRCULATION OF PROMISSORY NOTES, &c. i6i 

Can you state what proportion of your profits arose from deposits, and what Ft, u.— Scodwrf. 

from cash accounts? — I cannot mention them separately; no doubt a great pro- 

portion of the profits arose from the deposits; but the groundwork of the whole O-G.^ndeman, 
system was the small notes, without them the whole would have fallen. 

At what dates w'ere you in the liabit of discounting bills ? — Three months was uSApri 1826. 
the common rule ; but when full of money, and a good house wanted acconjmoda- 
tion, we discounted at longer dates. 

Do you recollect what is the longest date at which you have discounted a bill ? — 

I think there have been insulated cases of a twelvemonth. 

Did you discount at once for a twelvemonth, or for three or four months, and 
then renew it ? — The few cases I refer to were of bills for a twelvemonth. 

Have you been in the habit of renewing bills? — We have generally shown an 
indisposition to it when cases of that kind occurred. 

During the period you refer to, was any considerable reserve held in gold ? — 

Always a great deal more than we thought could possibly be called for. 

Have you any objection to state what proportion it bore to the notes in circulation ? 

— I am not prepared to give a satisfactory answer. 

Did not a part of the provision of gold which you made when the bank was 
established remain for a great length of lime unpacked ?— Yes, until we were obliged 
to unpack it to have sovereigns instead of guineas. 

It remaiiKid inclosed, in your custody, in its original shape, till you were obliged 
to send it up to England to get the guineas exchanged for sovereigns'? — Yes ; and 
the packages were merely unsealed, in the presence of twm or three directors, per- 
haps once in a year or two, to see that the gold was in safety, and resealed without 
even being counted. We were satisfied with seeing the gold and w'eighing it, to 
ascertain that it was there. Perhaps I may mention, that though our profits became 
considerable, it was not the banking profit which was the original object of the esta- 
blishment of the bank, so much as the accommodation of the country. I recollect the 
origin of it, in the year 1 766, being the subject of much conversation ; the inconve- 
nience of being obliged to send to Edinburgh, by carriers and otherwise, to enable 
traders to make their payments, induced the gentlemen of the town to think of 
raising a bank, not solely with a view to profit, but for the purpose of accommodation 
in carrying on their business. 

Then they continued it, finding it profitable ?— They continued it because it was 
convenient and profitable. It would have been worth their while to have gone on 
without much profit to have had the convenience of it. 

Had none of the Edinburgh banks branches at Perth at the time it was esta- 
blished ? — None of them at that time. It was partly to put an end to the circula- 
tion of notes for 5 s. and under. I recollect notes for 1 s. about the year 1766, and 
of a lower denomination than 1 5. ; I have seen penny notes. 

That was before the year 1760, was it not ? — This bank put an end to those 
little things. 

Do not you know there was an Act of Parliament in the year 1 766 to do that ? 

— There might be ; I was too young to understand Acts of Parliament at that time. 

A circumstance occurred to my mind this morning, connected with this subject : 

The then earl of Kinnoul considered it of so much moment to get a bank at Perth 
established, to have the business of the country carried on, and his rents paid, that 
as an encouragement he used to hold 1,500 /. of the notes of the bank in his strong 
chest at Duppliii Castle. 

In your capacity of a director of the Commercial Bank, you have branches ail 
over the north of Scotland; have you not? — Yes, to the extreme points of 
Scotland. 

Are there not some of those branches which you must immediately drop, if 
bank notes for 1 1 . were to be withdrawn from the circulation ? — We think so much 
so, that the moment any measure is taken by Parliament we must proceed imme- 
diately to withdraw gradually, with as little inconvenience to the country and loss to 
ourselves as possible ; because if we were to put the country to inconvenience, and 
perhaps occasion failures, we might also be sufierers. 

245- X Supposing 



Printed image digitised by the University of Southampton Library Digitisation Unit 



102 MINUTES OF EVIDENCE ignore C’om?wi^/ee (1826) 

Supposing a measure were enacted to take place six years hence, what would be 
your conduct?— As an old banker, I consider that money matters connected with 
credit are of such a nice and delicate nature, that we cannot take our measures too 
early; and at our bank, upon the first view of this, I believe I was the person who 
proposed that no new cash credits should be granted, except in very special cases, 
till we knew what might happen. 

Already, in consequence of the alarm given, your bank has granted fewer cash 
accounts, and drawn in that branch of your business ? — 'Yes ; we think it a matter 
of common prudence and caution to do so. 

You have had experience in business in London, as well as at Perth and Edin- 
burgh P — I have. 

Do you not think that the banking system of Scotland affords accommodation for 
the poorer orders throughout that country, which is perfectly unknown in this ? — 
Completely so; and I have no hesitation in giving a decided opinion upon that 
subject, having had many opportunities of knowing the banking system, in London 
as well as in the country, of England, and the great security arising from the very 
large scale on which the proprietory is made up in Scotland above that in England. 

You have stated that, in your opinion, the poorer orders have much greater 
accommodation in Scotland ; have they not that accommodation in a manner that 
affords them perfectly satisfactory security ? — I never heard that doubted, the very 
idea appears to me to be singular ; there can be no question about it. 

From your knowledge of the mode of transacting business in both countries, would 
you feel the same security in trusting the banks in the country in England, which 
you have in trusting those in Scotland ? — Certainly not ; and I have had sufficient 
opportunities of knowing, that where there are only four or five individuals, as in 
this country, one or two of those, having considerable influence, may possibly mis- 
apply the funds of the banking-house, and ruin the other partners. I have known 
as much in several instances ; but it is my opinion that nothing can shake our banks ; 
W’e have no idea of a panic or a run. 

Is not the confidence of the country throughout in your banking establishments 
the same as you feel in them r — I never heard it doubted ; I believe every one is 
of the same mind. 

Do you thick that confidence would be shaken if notes under 5 /. were withdrawn? 
— It would immediately paralyze the whole business. 

Would the confidence be shaken? — I do not know that it would; but it would 
paralyze the whole system, and in extreme parts of the island would put an end to 
business. 

If this new system were to be introduced, you are aware that bankers could 
make up their benefit by charges on the public ? — ^They might lay a commission or 
tax on the trade of the country, but I think tlie Legislature might more safely put 
a tax of a million sterling upon the country than interfere with us at present. 

Do YOU consider the suppression of notes of 1/., allowing the circulation of 
notes of 2/., would produce the same injurious effect? — I should think so ; I do not 
think the difference will be of any great effect, for the wages of but very few persons 
for a week or even a fortnight exceed 20J. 

When you speak of a million sterling, you of course mean that the loss to the 
country must be a great deal more than the interest of any gold which would be 
required to replace the current circulation ? — The country would be paralyzed, 
which would be much worse than the loss of a million sterling a year ; in short, 
I think the mischievous consequences would be incalculable. 

[The witness was directed to withdraw. 



t. U.— Scotluid. 
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ANDREW COVENTRY, M. D. is then called in ; and Examined as follows : 




L 




WHAT is your profession ? — Professor of Agriculture in the University of 
Edinburgh. 

Are you not frequently employed to survey and give your opinion and advice 
about letting of land in Scotland ? — Yes, I am. 

Does that employment give you access to know the situation of the farmers in 
that country? — Yes, I must know a good deal about them. 




Since the proposition has been made of withdrawing all notes under 5/., have 
you not heard a general expression of disapprobation amongst the farmers and 
others in Scotland, upon that subject ? — Yes ; they are afraid it must abridge their 
accommodation from the banks. 



If cash accounts were withdrawn, and the accommodation withdrawn from them, 
do you not think it would be injurious to the state of agriculture in Scotland ? — Yes, 
I think it would materially hurt the farming interest. 



If the interest was lowered upon deposit receipts, do you not think that would be 
very injurious to the farming servants interests? — I dare say it must; of course it 
must hurt their interests. 



Have you not frequently known herds and others deposit small sums of money, 
till they accumulated, partly by their industry, and partly by interest, to a sum 
sufficient to take a farm ? — I have known many called hinds and farm servants, who 
were married, accumulate small sums and deposit them in savings banks first, and 
afterwards, when they came to 10/., in the other banks. 



Have they afterwards taken farms in consequence of having that little capital ? — 
Some of them have taken farms, whom I have known deposit small sums iu 
Dutnfrieshire ; not so much in Berwickshire. 



And with the accommodation that they derive from cash accounts ? — Those small 
fanners perhaps have not cash accounts, but the farmers in the greater part of 
Scotland have cash accounts witli the nearest banks. 



You are convinced that any thing that shook the establishment of cash accounts 
would be highly injurious to the agriculture of that country ? — I am certain it would 
be injurious ; it would diminish the farmers power of working their lands. They 
generally have a short capital, and this accommodation given by the banks assists 
them, particularly in the beginning of cultivation. 

Do you believe Scotland would have been in the improved state it now is, if it 
had not been for the assistance that it has derived from its banking system ? — I think 
that must have materially assisted. 

Are not one-pound notes the species of circulating medium in which most pay- 
ments are made by the farmers and country people ? — By all the small farmers, 
those having farms below 1 00 /. in one-pound notes and guinea notes, and from that 
to 5/. 

Are not all the labourers of larger farmers paid in one-pound notes ?— Of 
course. 



Have they occasion for any payments in general in the country, which would 
require a five-pound note ? — Ves, when they go to market to purchase cattle. 

The question refers to their weekly expenses ?— They are all in one-pound notes. 

Do not most of the farmers hire by the year? — Half-yearly or yearly ; in Ber- 
wickshire and Roxburghshire generally by the year. 

The payments in those cases are not likely to be in small notes ? — They have in 
that case a certain quantity of grain given them, many of such are allovred to keep 
a cow, and they receive the payment of money half-yearly. 

Are not the greater number of persons employed on large farms and small ones^ 
as labourers, paid weekly ? — Yes. 

Are they paid in small notes ? — Yes, always. 

X 2 When 
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When farm servants are taken by the half-year, the custom in most parts 01 
Scotland is to pay so much meal, a cow’s grass, and a given sum in other articles 
and the balance in money ? — Yes. * 

To what have you known that balance amount? — The wages may run from 10/ 
to 1 8 /. in the year, with six and a half bolls of oatmeal, and there is 5 2 or t 
a week given for what they call sap money, or instead of that some of them are 
allowed to keep a cow. 

Those cash credits are usually considered as a sort of permanent advance to the 
farmer ? — Not a permanent advance. If the farmers kept long what they had taken 
out, and did not operate upon the account, it would be withdrawn. They frequently 
take out part when they pay their rents, and replace it when they receive money 
for their produce or cattle. They are permitted to take it out and pay it in three 
or four times a year, oroftener, as they find occasion. 

If it is operated upon to the satisfaction of the bank, they do not call it in ? — 
Very seldom. 

Has there been, to your knowledge, any general calling in of cash accounts of 
late years ? — No, not in Scotland. 

Have you not heard of any such circumstance within the last eight or ten years ? 
— I think, about the year 1815, there were some called in. The farmers were, 
from low prices, getting into distress, and there were a few called in ; but I did not 
hear of any general call from those who were doing well. 

Was that in any particular part of Scotland, or generally ? — It appeared to be 
rather generally ; it was to no great extent however ; it was only where a few had 
failed, from unfortunate circumstances, as being security for other farmers, or per- 
haps having taken farms at a money rent too high, and when they got into diffi- 
culties their cash accounts were withdrawn. 

You did not hear of cash accounts being called in from any who had not failed ? 
— No, not from any who were in good circumstances. 

[The witness was directed to withdraw. 

HENRY IMONTEITH, Esquire, a Member of the House of Commons, 
attending, is then called in ; and Examined as follows : 

ARE you engaged extensively in manufactures in Scotland? — I have been for 
upwards of forty years engaged pretty extensively; indeed from the time I was 
eighteen years of age till now. 

In Glasgow and its neighbourhood? — Yes. 

What number of persons have you been in the habit of employing in your manu- 
factory, in general, in the course of the last eight or ten years r — About twenty-two 
years ago we employed upwards of six thousand ; since that period we have reduced 
them considerably, in consequence of one branch of manufacture that we entirely 
gave up, which employed females only, that was tambouring and needlework; now, 
including weavers, about four thousand. 

Did you pay your wages weekly, or once a fortnight ?— To those females we paid 
every day, as they brought in their work ; and also to our weavers we paid daily, as 
they brought in their work. At our factories, of which we have two, we pay one 
once a fortnight, always on the Fridays and Saturdays; the other, the next week 
again, being once a fortnight to each. 

In what currency do you pay those wages ? — We pay them all in small notes and 
silver. 

Could you contrive to make those payments, if all notes below 5 1 were pro- 
hibited, without inconvenience r— I think that would be attended with the greatest 
inconvenience in existing circumstances. 

Why would that be attended with inconvenience? — Because the individual pay- 
ments are small ; the highest wages that are gained are by cotton spinners, they 
might be paid perhaps partly in two-pound notes, and the rest in silver, that is pos- 
sible; but very frequently, and indeed more generally, the payments are under that 
sum considerably. 

With 
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With respect to those people who receive 2 1 . or upwards, from your knowledge 
of that country, do not you know that all their expenses amount to sums much less 
than 2 1 . ? — 1 am certain the payments they would have to make with the wages 
tjjey receive from us, would be so divided, that two-pound notes would not 
answer their purpose at all. 

Are you not convinced that if they were paid in two-pound notes, those two- 
pound notes would go immediately into the bank to receive money such as would 
answer their purposes? — The probability is, that they would come much sooner 
back to the bank, because they must be divided before they can make their pay- 
ments for the support of their families. 



Ft IL— ScoUaiul. 



H. MoHteUh, 
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Are you acquainted with the general opinion of Glasgow and its neighbourhood 
s I upon the subject of the circulation of one-pound notes, and what is that opinion? — 

. I am certainly very well acquainted with the general opinion, and it is decidedly 

for continuing the present system; there may be one or two individual exceptions, 
and I know some of those exceptions myself proceed from people who almost 
uniformly except against the public opinion. 

^ Have you any reason to believe that the sentiments of the country have undergone 

anv considerable change within a short period upon that subject? — I have no reason 
? to believe that any change in the public opinion has taken place at all. I have 

myself been argued with, that it would be more for my interest that a change should 
t take place; because, as it has been said by some of my friends, my opinion was 

against my own interest, inasmuch as capitalists might derive benefit from the 
change, though it might be injurious to those persons who begin business without 
I having the facilities which I had when I began the world. 

Do you consider the accommodation of cash accounts to be of great advantage 
to the smaller traders and manufacturers ? — I can answer that question from my 
own experience ; it was upon that alone I began the world, except a mere trifle 
that I had the loan of at the very. commencement, which I paid out of the first 
productions of my manufacture. 

Do you apprehend that the smaller traders and manufacturers would suffer great 
inconvenience if the cash accounts were entirely withdrawn? — I should think that 
they must suffer very great inconvenience indeed; sober, attentive, and prudent 
tradespeople, who begin the world, would not have the means at all of following up 
what they very deservedly might be encouraged to follow up ; I say deservedly, 
• because without their deserving the name of speculators, they begin the world in 

5 all probability with a. mere trifle, which trifle they have been known to make by 

their own industry ; having made that, it recommends their character to persons of 
perhaps a little more fortune, who, to encourage them, become securities for tlieir 
•cash accounts. 



Do you believe that the banks could, in prudence, continue the same accom- 
modation to trade, if small notes were withdrawn from circulation ? — I do not think 
they could continue the same accommodation to the trade perhaps at all, but at 
any rate they could not possibly continue the same accommodation at the same 
charge that they do at present. 

Are you of opinion that if the deposits with the banks of Scotland were con- 
riderably lessened, the banks could afford the same accommodation by discount 
which they do at present? — I should think that is impossible, because it forms part 
of their capital ; it would diminish the capital which is at present employed in that 
business, of which discounting forms a great part. 

Would not any such diminution of discount operate injuriously to the general 
trade of the country ? — The want of those discounts must diminish the trade of the 
country, inasmuch as the manufacturer and merchant receives his money at least 
three months sooner by discounting their bills than he can possibly get payment of 
bis account. 

Are you of opinion that the circulation of notes below 5 1 . affords any extraordinary 
facility for speculation, or any great encouragement to over-trading, that would not 
exist from the issue of notes of a larger amount ? — Thinking as I do, that the small- 
I note currency affords facilities to fair traders, and to those who conduct their 

'■ business with prudence, it cannot do otherwise than afford some facility to those 

who are more speculative and more enterprising than prudence would dictate. 

X 3 But 
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But only inasmuch as it affords general facility to the trade of the country ?— . 

H.Monteitk, I am certain that it affords great facilities to the trade of the country, and'^that 

Esq. any measure which can be adopted for the purpose of removing the facilities 

' enjoyed by speculative people, would also remove the facilities enjoyed by fair 

a8 April 1836. prudent, and honest traders. ^ ’ 

Do you think the circulation of small notes can afford such additional capital as 
would facilitate over-trading more than if there was in circulation the same quantity of 
gold that there is now of one-pound notes ? — I cannot perceive the difference. I think 
that speculative people and ambitious people would find ways and means of following 
up their schemes, however wild, with the sovereigns as much as with the bank 
notes ; always observing that I think tlie bank notes afford a little more facility to 
the fair trader than sovereigns would, inasmuch as the danger of removing the 
sovereigns from circulation altogether I consider to be much greater than could* ever 
take place with regard to the small notes. 

Do you not think that if the banks, from withdrawing one-pound notes, were 
compelled to reduce their interest on deposits, those deposits might be lent to 
schemers and others for the sake of getting interest, and that that might afford 
encouragement to over-trading ? — I have not the smallest doubt there might be many 
instances of that kind. If the banks are under the necessity of reducing the interest 
on deposit accounts, the depositors must look about them and find out on what 
security they can lend their money so as to obtain a higher rate of interest. It 
would certainly diminish the capital of the trading part of Scotland, inasmuch as 
the banks would not have it in their power to assist them in trading by discounting, 
but it might be lent out on government seciu-ities or landed property, and the 
temptation of a higher interest from individuals would, undoubtedly, be a temptation 
to many, and a temptation that could scarcely be resisted by those whose income 
depends entirely upon the interest of that lent money, to lend it on personal and 
doubtful security. 

Have you, in the course of your business as a manufacturer, had any experience 
of the mode in which the circulation of Lancashire is conducted ? — I have had no 
experience of that ; I have heard it described, and I have heard it in some instances 
complained of, but I have heard it in others approved of by the people resident in 
Lancashire. 

Do you think there is a greater disposition to speculation in Scotland than has 
existed in Lancashire? — I may be partial to iny own country; but I conceive 
the disposition to speculation in Lancashire is ten-fold what it is in Scotland. 

You know the system of circulation by small bills of exchange in Lancashire, do 
you not?— Not by experience; not to my own knowledge. I have received pay- 
ments long ago in Lancashire, when I carried on business to that quarter ; when 
I sold goods in Lancashire I have received such payments, but the distance of time 
is such, that I really cannot recollect perfectly how it was. 

You are aware that in Scotland, by the exchanges which take place between the 
various banks, there is a check to over-issue of bank paper.? — Yes, we know that 
the exchanges do take place once or twice a week, and it has always been con- 
sidered as a check ; and I have heard the bankers say themselves, not to myself, 
but to others, we cannot discount much to-day, for it will operate upon our exchanges 
in the course of a day or two. ® 

Did you ever hear of any check to the issue of those small bills of exchange in 
Lancashire? — No. ° 

Can you conceive it is possible there should be a check on the extent to which 
they are issued? — I am not sufficiently acquainted with the matter to answer that 
question distinctly ; but I have heard that they paid their small family accounts, 
from 2/. to 10^., by checks upon their banker, so that they scarcely ever have 
a sovereign ; and in Liverpool particularly, I believe, there are very few sovereigns 
to be seen. * ° 

You have said there would be great inconvenience in paying your workmen with- 
out small notes ; would that inconvenience be as great in paying in sovereigns ? — 
I think the inconvenience would be greater, for various reasons : in the first place, 
the long habits of our people have instilled into their minds a prejudice against 
S gold 
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gold recollecting as they do that they never would pay a guinea formerly without Pe. ii — seotund. 
jts being weighed; recollecting, as many of them do, that when guineas were h Monteitk^ 
stolen from them they never could discover or trace the persons who did it ; that jisq. 

the bank note afforded some means of making a discovery, which a guinea cannot, 

either by ascertaining what bank the note was on, which they all know ; and some- aS April 1826. 
times the dates and numbers are kept very accurately, particularly the notes of 
larger amount than 1 L 

The question refers to payment of workmen in small sums ? — The inconvenience 
would be felt by the workmen not liking them so well, for the reasons I have 
given. 

If the circulation was entirely in gold, would there be any inconvenience in 
paying in gold more than in paper? — I do not know that there would, it would not 
be so convenient a circulating currency as the notes; but if they had no other, they 
must submit to what they have. 



That supposes an equal circulation of gold currency at command ? — Of course it 
roust suppose that. 

Have not you, by paying large sums in wages, improved the land near the house 
you have built in the country in Scotland ?— I have laid out a great deal of money 
with a view to improve it. 

Could you effect your weekly payments, in the course of that improvement, by 
five-pound notes? — Not at all. 

Do you think you could by two or three-pound notes, with equal convenience? — 
Not with equal convenience as with the one-pound notes. 

Are you not aware that farm servants and other workmen you have employed, if 
the amount you paid to them even went to the extent of 2/., would have occasion 
to purchase nothing which could be purchased without that note being exchanged? 
— Certainly ; but even with one-pound notes I have been put to great inconve- 
nience for tlie want of silver, all their payments being under 1 1 , or perhaps their 
collective payments amounting to 1 in calling two or three together, and giving 
them tliat sum to go and divide it amongst themselves where they could, when they 
were going to purchase their meal, or whatever they wanted for their families. 
I have often learned it was attended with very injurious consequences; they went 
together to public houses to get the change, and before parting they generally spent 
part of it ; indeed the people of the house would be unwilling to give them the silver 
for it, unless a part of it was expended in spirits or ale. 

Does not such a mode of payment generally lead to dissipation among the lower 
•orders? — It must have that tendency. I conceive, that the giving three or four 
people, or even two people, a large sum to divide among them in the best way they 
can, is exceedingly hurtful to their morals, as well as injurious to their families. 

Are vou not of opinion that the system in Scotland, by which men beginning 
business acquire cash credits on ^ving securities, affords great security to the 
accuracy of their conduct, by making the sureties, as well as the banks, spies on 
their conduct ? — I think that, to a certain degree undoubtedly, the conduct of per- 
sons who are under obligations to securities must be correct, otherwise they must 
expect that those securities will be withdrawn ; and they must also conduct their 
business with a degree of prudence (independent of their correct moral conduct), 
that would entitle them to the confidence of those securities. 

Could a person, of the description you have been stating, gain the same accom- 
modation by getting their bills discounted at the banks ? — If he had a bill to present, 
and was in good credit, I have no doubt he would ; but when persons are com- 
mencing business they cannot have bills if they act fairly ; they have had few 
transactions on which to found a bill, and even when they do carry on their busi- 
ness to the time when the period arrives that they have bills, the having a cash 
account gives them an additional claim upon that bank to discount tbat bill, so 
that they have both a cash account and a bill discount. 

If their sureties were acceptors or indorsers of the bill, would not that afford 
equal security and facility ? — I do not think people are so ready to be indorsers on 
a bill that must be paid at a fixed period, when it falls due ; if they are securities 
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of them^^^ warning of the time when it may be demanded 

Do you think that the withdrawing from circulation, in Scotland, all notes under 
5I. would have such an effect on the banking system of that country as to destroy 
It ?— Inasmuch as they must have sovereigns as a substitute for the small notes^ 
their whole capita! must be employed in procuring the sovereigns ; they certainly 
have it in their power to issue to a greater amount of notes than the amount of 
sovereigns, or else there would be no profit in having notes at all, because as it is 
they must have sovereigns to answer a demand if it should be made ; but I do not 
conceive that any bankers keep as many sovereigns by them as they issue small 
notes j tbe capital employed in the larger notes would not be employed in procurins 
gold of course, but the capital now employed in the small notes would be absorbed 
in sovereigns. 

Must they not besides that maintain a stock of gold to keep up their circulation 
of small notes.-' — Ihey must have a stock of gold, to a certain extent, to answer 
those small notes. 



Is the system established in Scotland insensible to the great events which affect 
rte empire at large, such as the war in 1792, the transmission of subsidies to the 
Continent, or the resumption of cash payments by the IBank ?— The system in 
Scotland must be sensible to such events, for the trade is affected by them in the 
demand for goods ; I cannot conceive that it can affect the currency, unless it is bv 
affecting general credit. ^ 



It creates no greater demand for gold?— No, it creates no greater demand for 
gold amongst ourselves ; last war it took away the little gold we had and the 
Sliver too. 

Do you conceive that if, in the year 1 797, there had been a larger stock of cold 
m bcotland, that might possibly have had the effect of preventing the stoppage of 
the Bank?— I think any amount of gold that could have been in Scotland vvould 
not have been equal to what the Bank’s necessities would have been, nor could by 
possibility have assisted the Bank in any material degree, had they been obliged to 
answer their notes by gold ; I do not believe there was gold in the country : and 
we certainly had no silver, so that some of our banks were under the necessity of 
issuing five-shilling notes. At our works we could not get silver at all to answer 
our purpose ; we were under the necessity of adopting what I was told afterwards 
was an illegal measure, that is, of stamping our firm upon dollars at 5s. ; we made 
a profit by them while they were out, and if they had kept out we should have 
made a profit by them ; we stamped the place at which they were issued, to confine 
their circulation to that place, but silver was so scarce they found their wav over all 
the distant parts qt the country. ^ 



Do you conceive, if there was a metallic circulation in Scotland, such as the 
country would probably require, if there were no notes under 5 L, the addition of 
such a stock to the general circulation of the United Kingdom would operate ' 
iavourably m case of an extraordinary drain from the country at large?— It forms 
part of the general circulation, and therefore it must have all that additional cold 
currency which it has not, and does not require at present. ° 

drisis like that of 1797 to occur, of a run to take place on 

banks of Scotland for gold, which the Scotch banks are equally bound to pay oii 

Snbtedly’''’ '™“ '' “ altogether in the course of a few days, 

T t" *a damantl that would be made upon you?- 

L unbred ">antioned, it conld not 



Would you not be in a better state to meet such demand if there was a gold 
T “"tl, ?aal' t>f the banks had a supply of gold to feed that gold 

rase *“ demand that would be made in 

™,d,r,7 "‘"'“t'htedly we should be more able to meet that run, but that 
epnve us of the amount of capital by which we carry on our trade at 

present ; 
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present; the disadvantage however would be so great, that there would be neither 
bank notes nor gold ; in my opinion, there would be no inducement to bankers to 
carry on banking business at all. 

There can be no doubt that in England, Scotland and Ireland, it is more profit- 
able to carry on banking w'ithout gold than with it; the question is, which is the 
safest? — If that is the question. I have no hesitation in saying they are both equally 
safe in transactions between one manufacturer and another, or between manufac* 
turers and merchants. 

Can the carrying on business be equally' safe in paper, when upon the face of 
the paper the obligation is to pay that paper, on demand, in gold? — I think it 
therefore is a safer circulating medium, by being obliged to pay it in gold, when the 
demand is made. 

Where is the use of making it payable in gold, if there is no gold to pay it ? — 
Prudent bankers have always some gold to pay it. 

Have not bankers a much less proportion of gold to pay their notes than they 
would have if there was a gold currency in lieu of small notes? — I should think 
much about the same, because the gold they have not in their possession, and yet 
being obliged to keep it would induce them to curtail their business. 

You are understood to say one of the objections to a gold circulation, instead of 
a circulation of small notes, is the capital it would absorb, by obliging you to pro- 
vide gold both for circulation and for a stock to meet demands ; would not the 
stock, to meet the demands, be greater if there was a gold circulation than if there 
was a circulation of small notes ? — The stock of gold required to meet the demands 
would of necessity be so great as to meet any possible demand that could be made ; 
but I do not think that the demand would be to the extent that it could be at this 
moment. I think a gold currency would curtail the extent of banking business 
so much that there could not possibly be the demand upon it which could be made 
at the present moment. 

You recollect that in the year 1797, 'when there was such a demand for gold 
that the Bank of England were prohibited from paying their notes in gold, the 
Bank of England immediately afterwards issued one-pound notes? — I recollect that, 
certainly. 

Supposing the circulation of Scotland had consisted of gold under 5 do you 
not believe that the same cause that induced the Government to prohibit the pay- 
ment in gold by the Bank of England would have extended the protest and 
prohibition to pay in gold in Scotland? — Undoubtedly. 

Do you not then think we should have had an immediate circulation of our 
old friends the one-pound notes? — I cannot see how we could have done without 
them. 

Supposing the stock of gold in the country to have been at that time increased 
three or four millions in consequence of a gold circulation in Scotland, do you not 
think the same causes would have operated to drain that additional four million 
which actually operated to drain the gold circulating in England ? — I think it is 
impossible to answer that but in the affirmative. 

Supposing it has been or should be deemed safe in England to do away with 
notes under 5 /., do you think any more injurious consequences would accrue in 
Scotland than in England? — I cannot pretend to have a knowledge exactly of what 
the injurious effects are in England, further than an opinion I have already formed, 
that I do think if paper currency in small notes existed in England on as solid 
a foundation as we think it exists in Scotland, I would consider the measure now- 
adopted as one of the greatest imprudence, and exceedingly injurious to trade in 
general. 

Your knowledge of business has led you to observe that a great number of banks 
have failed in England within the last twenty years? — Yes. 

Do you not know that the people of this country have suffered very much by 
the failure of those banks ? — I have understood so. 

Have you ever known any instance of failures by bankers in Scotland ? — None to 
^ 45 - Y aay 
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any extent j I think there was one bank failed, which has not yet paid all its debts • 
I refer to the Falkirk Bank j but still I believe it will pay ultimately, * 

Do you not then think that the introduction of a circulation of gold might be 
prudent in a country that has suffered such calamities from her banking system 
and highly imprudent in a country such as Scotland, that has had experience of the 
solidity of its banking system for nearly a century ? — I should think the two systems 
appearing to be so different, the measure would be less hurtful in one country than 
it would be in the other. 

During the period from 1797 to 1810, did not the banks of Scotland continue 
liable to pay gold on demand ? — I rather think that as long as the Bank of England 
were not liable to pay 011 demand, they considered themselves as not, although they 
were still liable by law. 

During that period was there any particular demand upon the Scotch banks for 
gold ? — Not that ever I knew. 

There was no pressure or run upon the banks for gold.? — None that I recollect. 

There was no run upon the banks in 1798 for gold?— No; none to my 
recollection. 

Do you not know that even during the restriction on the Bank of England, if 
any person in Scotland came to this country and had occasion for a little gold for 
his travelling expenses, he could always obtain it at any of the banks in Scotland ? 
— I myself Had occasion to come to England sometimes two and three times every 
year, and I never left Glasgow without getting as much, either gold or Bank of 
England notes, as it was probable I would require all the time I was away; I was 
seldom away more than three or four weeks at a time. 

At the time of the bank restriction there was no gold currency in Scotland ? — No 
more gold currency than there is now ; none in general currency. 

Do you think there being no run upon the banks was in part attributable to the 
Scotch having lost their habits of metallic currency, and therefore setting no supe- 
rior value on gold over paper? — I do not think that was the sole cause; knowing 
^e Scotch character as I do, I think that the want of gold currency would not 
induce a Scotchman to take a bank note that he had no confidence in ; and a con- 
fidence in the bank note, and the credit it is entitled to, is the sole reason of his 
having that confidence in it, and to his preference of it to a sovereign. 

Supposing the currency for small transactions in Scotland to consist of gold in 
consequence of the prohibition of small notes, do you think that would give the 
Scotch that sort of habit of seeing gold in circulation which would incline them to 
make a run on the banks for gold more than they were inclined when they never 
saw gold at all? — I think they would just feel the same as long as the sovereign 
retained its weight and value, and they, having no choice but to take it, they wou*fd 
in the course of time be just as vrell pleased with the one as the other. 

Would they not in that case be more likely to make a run upon the banks for 
gold than they are at present? — One would think they would require the gold more, 
and as they must of necessity have gold to pay their small bills, they naturally 
would go more to the bank for gold ; I do not think it would excite more panic 
in their minds. 

Supposing a panic was excited, would they not be more likely to demand gold 
than they do now, when gold is a thing forbidden ?— I do not think there would be 
any difference in the minus of the people between tlie one and the other. 

Is there now plenty of silver currency in Scotland for manufacturing and com- 
mercial transactions ? — I have not heard that there is any scarcity at present. 

Has there been at any time since the new coinage was issued ?— Not that I have 
heard of. 

[The witness was directed to withdraw. 

Ordered, That this Committee be adjourned to Monday next^ 
twelve o’clock. 
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Die LutuSj 1 * Maii 1826 . 

The LORD PRESIDENT in the Chair. 



ORDER of Adjournment read. 

JOHN MABERLY, Esquire, a Member of the House of Commons, attending, 
is called in ; and Examined as follows : 

are you acquainted with the present system of banking in Scotland ? — I am. n.— Scoti»od. 



You have yourself some banking establishments there, have you not? — I have 
five branches, including Edinburgh ; the others are at Glasgow, Aberdeen, Mont- 
rose and Dundee. 

How long have they existed ? — I think I established them in the year 1 8 1 8. 

Where is the mother establishment ?■ — At Edinburgh. 

Were they all established at the same time? — About the same time. 

Are you acquainted with the system of what are called cash credits in that 
country?— I advance no money upon such credits. 

Do you advance on deposits ? — Yes j and on cash accounts. I have deposit 
accounts, and 1 have cash accounts. 

Have the goodness to state the nature of the deposit account, and of the cash 
account, as practised by you? — The deposit account is, where money is taken in 
by the bank from any person who chooses to deposit it, he taking such an interest 
for that money deposited as shall be agreed upon, having the power of drawing it 
out when he pleases by bill on London at ten days date. A higher rate of interest 
is given where the party stipulates to give thirty days notice of his intention to with- 
draw his deposit, and at the end of that time to take a bill at ten days date on 
London for iiie same. 

You mean that if he agrees to waive the right of drawing out on demand, and 
draws on the thirty days notice, he gets a higher rate of interest ? — Yes ; he gets an 
half per cent more, but although I make this stipulation, it seldom happens that 
I enforce it. My general practice is to pay immediately, in Scotland, all demands 
made upon me ; and I believe I might say, that I have in no case used the power 
that I hold of refusing immediate payment. I hold the power of refusing, but I do 
not exercise it. 

You do not yourself give what are called cash credits ? — I do not. 

When money is deposited in your bank, it is deposited conditionally alone on 
receiving drafts on London ? — I Iiave explained that I take in no deposits of money 
whatever, of which the parties can, according to the condition of the deposits, demand 
payment of me in money in Scotland ; but every person in Scotland knows why 
I hold the power of refusing. 

And practically it has been your custom not to insist upon it, but to give them 
the money on the spot ? — It is impossible for me to state every case, but I do not 
know of an instance in which it has been refused. 

When the depositors ask you for money in Scotland, in what notes do you pay 
them ’ — What they please ; they either have Scotch notes on other banking-houses, 
or my local paper, which is only payable in London. 

Of what nature are the cash accounts as practised by you? — Just like those of 
other banks ; a person who pays cash into his account may draw it out when be 
pleases, and has interest at four per cent while it remains. I pay money in 
London for persons in Scotland, charging the par for those payments being made. 

On bills of what date? — Whatever the par is I charge the interest upon it, but 
^ pay the money the day after, or a few days after the arrival of the post, as mav 

56 acrrad ■' ^ ’ J 



be agreed upon. 

^hat is your par ? — My par is ten days. 
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What is the par of the other banks? — I believe twenty. 

Has it long been as low as twenty? — When I commenced, I believe the par of 
tlie different banks was not the same. I think it was in general somewhere between 
forty and fifty days, vai-ying according to the distance from London of certain 
towns in Scotland. I commenced with the par of twenty days, and I was met with 
the most determined opposition by the whole of the banks, which endeavoured to 
run down my paper and credit, refusing tny paper from the little shopkeepers who 
offered it to them in payment, and using every effort against me throughout Scot- 
land. These bunks continued their opposition for some time, but finding the public 
support my system, they came also to the par of twenty days. I believe the par of 
remitting the revenue was above fifty days ; but of this I cannot speak positively. 

Do you know the par at which the revenue is at present remitted ? — I do not 
know the present par, but I wrote to the government a letter, offering to remit the 
government money at twenty days par, when I had reason to believe that the govern- 
ment were paying a much higher par. I forget whether I suggested competition, 
or at whose suggestion competition was adopted; but the various banks in Scotland 
were requested to compete with my offer ; they sent offers, 1 believe, but I think 
that my offer still remained the lowest. I saw the then Chancellor of the 
Exchequer, Mr. Vansittart, and had a conversation with him, and offered to give 
security to any extent that might be required, for any thing the government might 
trust in ray hands ; and I certainly had reason to believe, as I understood, that my 
tender was the lowest, that 1 should have been the person contracted with; but to 
my utter astonishment I M’as told that a noble lord (who is now sitting in this I'oom) 
came down at the head of a committee of Scotch bankers to the Chancellor of the 
Exchequer, and overturned the arrangement which was about to be made with me, 
for no other reason that I could understand than that weight and pow’er which that 
noble lord gave to that deputation ; and I did say certainly in the House of Com- 
mons, that if it had not been my own case, I would certainly have taken very strong 
measures to have had an inquiry in the House of Commons upon this subject. I appre- 
hend that arrangements were made with other parties, on much more disadvantageous 
terms than those offered by me, and that those arrangements lasted a considerable 
rime, but that subsequently the various bankers in Scotland were written to to deliver 
in their terms for remitting the revenue to London, and m3'self among the rest; 
but as I conceived myself treated so unfairly in the former transaction, I put bv 
the letter, and never made any offer, nor did I choose to enter into any com- 
petilion. 

You have stated in your evidence that you believed a deputation went to Mr. 
Vansittart, and overturned the arrangement which was about to be made with you, 
for no other reason that you could understand than that weight and power which 
that noble lord gave to that deputation ; will you state the name of the noble lord 
to whom you refer? — I referred to Lord Melville. 



What knowledge have you of the circumstances to which you have referred ? — 
I heard so at the Treasury generally at the time ; at least I understood so at the 
Treasury. 

From whom at the Treasury did you receive that information ? — I do not recol- 
lect from whom, but I heard it at the time. 

Have you any knowledge of the reasons which may have operated upon the 
minds of the government to continue the remittances in the hands of the parries 
who then remitted the public money rather than entrusting them to any other? — 
I have no knowledge of the reasons; but as I offered to give undoubted security, 
and offered to pay in 100,000/. the next day in money, I apprehend that no want 
of security could have been the cause with respect to the arrangement not being 
made with me. 

Might there be any other reasons than the want of security which occur to you ? 
— I know of none that ought to have operated after competition had been solicited. 
I think that any reason that could afterwards be deemed of sufficient weight to pre- 
vent the arrangement should have been considered before competition was deter- 
mined upon. I have been engaged in a variety of government transactions, and, 
where competition was called for, security for the performance of the engagement 
has alwaj's been a part of the conditions annexed ; and I apprehended in this case, 

that 
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Was that an official letter? — -It was. 

Have you a copy of it? — I have not a copy with me; but I apprehend that 
circular letters were sent to all the banking-houses in Scotland. 

Was it from the Treasury, or from any of the public Boards in Edinburgh? — 
I rather think it was from some of the public Boards in Edinburgh. 

You received what you considered to be an official proposal? — I received a re- 
quest to state the terms on which I would remit the revenue. The letter was sent 
up to me in London; my agents in Scotland having no authority to answer such 
letters. A letter was addressed to the banking-house in Edinburgh, and I think 
others to my houses in Glasgow, Dundee and Aberdeen. 

Have you a partner? — None in the banking; in the linen house I have a partner, 
the present governor of the Bank of England. 

Do you recollect the date at which you offered to remit in your letter to the 
Chancellor of the Exchequer ? — I do not ; the copy of the letter has been taken out 
of my letter book for some purpose ; and when I wished to refer to it the other day, 
the copy of the letter making the offer was not to be found. In all probability it 
will be found hereafter. 

Is it not preserved at the Treasury ? — Of course ; but I refer to my own copy. 

Was it not at twenty days ?-— I think it was. 

The practice at that time was to remit at forty days, was it not ? — I should rather 
think the revenue was remitted at sixty. 

Do you know on what terms the Treasury, in fact, closed with the proposal of the 
banks m Edinburgh to remit at that time ?— It is impossible I can know ; but I 
heard that it was at a higher rate than my offer. But if I am asked how I heard 
so, I really cannot remember. 

Was it not at twenty days sight ? — I cannot say, not having any certain knowledge 
upon the subject. 

y 9 Did 



that when competition was called for, security would be demanded as a matter of 
course, as in all other cases of competition. 

Are you of opinion that it would have been advisable for the government, sup- 
oosin^f they got it on equal terms, and supposing the security to be satisfactory, to 
entrust the remittance of the public mone.y to one individual, rather than to five 
principal banking establishments at Edinburgh?— Most decidedly I am of opinion 
that it might have been as well confided to a single individual, giving sufficient 
security, as to five or twenty bankers in Scotland ; it would have been executed as 
taithfully, as properly, and beneficially to the country. That is my opinion. 

And you think that such power of remittance would not place in the hands of 
that individual the means, if he were so inclined, of deranging the exchanges, or 
otherwnse interfering with the trade and commerce of the country ? — 'Most undoubt- 
edly not in any way ; and if it was considered that that could be the case, an 
opportunity has been afforded by circular letters to persons who chose subsequently 
to make the remittances ; and I could have been the individual, according to the 
subsequent system of remitting the revenne of Scotland. 

At what time were those circulars issued ? — I think some time in the year 1 824 ; 
but I do not bear the date in memory. 

Do you mean to say that those circular letters were of that nature to leave the 
government no option as to who were the parties remitting the public money, pro- 
vided they offered on the lowest terms? — I apprehend that, according to the 
system laid down by government generally, if tliere were not some very particular 
reasons, the government was bound, in common justice, to accept (with proper 
security,) the offer of any individual whom it chose to write to, as I conceive it 
had made its election of the fitness of the party to transact the business, by asking 
him upon what terms he would execute that business. I did not, in the last case, 
■write to the government, asking for such a request ; on its part, it wrote to me. 

From whom was the letter which was addressed to you? — I forget from whom 
it was. 
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"Ot the Chancellor of the Exchequer, when he saw you upon the subject 

/. MaUfly, he was unwilling to change the mode of remittance with which the publir 

Esq. secured from loss and danger, as the country appeared to be satisfied 

unless there was an evident economy m so doing?— I cannot caU to mind the exart 

1 May i8a6. conversation, but I think it very likely. ^ 

Did not the Chancellor of the Exchequer then reserve a power of communicat- 
ing with the persons then employed before he gave a positive answer to your offer? 
—I certainly did not imagine, nor had I any reason to understand, that the Chan- 
cellor of the Exchequer meant, after the competition had been raised, and the tenders 
delivered in, to give this contract to any party except that which had submitted the 
lowest tender. Nor would I have said one word to the Chancellor of the Exchequer 
upon the subject, if I had not supposed that the tenders were binding on all parties 
viz. both upon the government and the individuals making offers. It is the devia- 
tion from this line of conduct of which I complain. 

Was any tender called for, or was not your first letter considered as a tender, sub- 
ject to inquiry of other persons ?— I am afraid almost to trust to my memory upon 
that subject. Your Lordships have so easy a mode of ascertaining the fact, by merely 
referring to the Treasury books, that I am desirous of not stating one sentence more 
than I know. I cannot say whether I did write another letter, which was taken into 
consideration on the day the tenders were to be received, or whether my previous 
letter stood as my tender ; but I rather think I did write another letter. 

Will not all those particulars appear upon the Treasury books ?— I should think 
certainly *0. 

Have you any knowledge of them, except what may be derived from reference to 
that correspondence ?— I have stated to your Lordships, that the copy of the letter 
has been taken out of ray letter book. 

Can you communicate any further knowledge to the Committee upon the subject 
than might be obtained by reference to the official correspondence ? — If it be meant 
to ask of me, whether I have any private knowledge of what happened at the 
Treasury, I have none. 

Was your offer a voluntary one, or called for by the Treasury?— My first offer 
was a voluntary one, from a knowledge that the revenue was remitted at a very high 
par, and my wishing to compete with the bankers there, to benefit myself ; I do not 
wish to state that I came forward on patriotic grounds. I made the offer for my own 
benefit, as a banker in Scotland. 

^ It is understood, that the revenue is remitted by five principal banks, as it had 
hitherto been; were you offered to participate in any share of remitting that 
revenue ? — No portion whatever, ® 

Was your offer for the whole revenue, or did you offer to share with the Edin- 
burgh bankers ?—I offered to remit the revenue generally. 

The whole revenue? — Of course. 

No objection was raised to the security you offered ? — None on the part of the 
Chancellor of the Exchequer, none that I heard of from the Chancellor of the Ex- 
chequer ; he might have objected to ray security, but I told the right honourable 
gentleman, that I would prefer depositing money in preference to giving security 
in land, and I offered to deposit 100,000 f. in money the next day. I believe the 
conversation upon that subject then ceased, because I could never suppose I should 
be trusted with remitting the revenue, unless I gave most ample security for its 
transmission. 

How long did you understand the revenue continued to be remitted on what you 
considered as more disadvantageous terms than those you had offered before it was 
finally reduced? — I believe some reduction took place subsequently to my first let- 
ter, but I suppose it was not finally reduced till 1 824, subsequent to the circular 
letters to which I have alluded. 

How much further has it been reduced in consequence of the circular letters of 
1824? — I do not know ; I ceased to interfere in the subject. 

If by the general practice of the Scotch banks the exchange, instead of being at 
ten or twenty days, was fixed at one hundred days, would not such extension 

% enable 
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t enable the bankers to give out a larger amount of notes than if the practice was to 

c remit at ten or twenty days? — Most undoubtedly. 

' Are yon aware whether it was the practice of the Scotch banks in remitting, 

^ previously to the late reduction in the number of days, to allow interest of twenty 

days, or any other amount, on money remitted from England to Scotland ? — That 
is a question I cannot answer. 

^ Have you formed any opinion as to the effect of what are called cash credits in 

Scotland on the prosperity of the country, whether they have been favourable to it 
® or not? — I apprehend that those credits have enabled a large number of manufac- 

' turers to carry on business, and to employ the population of the country, who, if 

^ they had not had such credits, could not have carried on such business or employed 

* such population; but whether capital would have been supplied from any other 
source to those parties I cannot tell. 

Do you imagine that the bankers in that country have been enabled to give those 

* cash credits by means of the power of issuing promissory notes, and particularly 
promissory notes below the value of 5/., and that they would have been enabled to 

^ do so if that power had not existed? — Of their ability I cannot speak, but I am of 

^ opinion that in all probability they would not have so done, if they had not had the 

power of issuing one-pound notes, that being the general currency of the country 
through the manufacturing districts. 

^ So that the Committee are to infer, that if the power of issuing one-pound notes 

were taken away, the practice of granting cash credits must cease, at least to its 
present extent? — In my judgment it would very materially diminish them. 

^ Will you state the grounds on which you form that opinion ? — That if a metallic 

currency were established, the bankers would either have the expense of that 
metallic currency, or they would throw its expense upon the community with whom 
t they deal ; and inasmuch as they must part with value to obtain a metallic cur- 

t rency, but with no value in issuing a paper currency, to the average amount which 

5 remained in circulation, bankers may calculate upon the paper issue providing them 

with capital to the average amount which they keep in circulation; and, as the 
exchanges of paper between regular bankers are made weekly, they can tolerably 
^ well ascertain the average amount of capital that the circulation of their promissory 

j notes affords them. 

1 Have you any reason to believe that over-trading and extravagant speculation 

have prevailed in Scotland to any considerable extent, particularly during the 
j period immediately preceding the present embarrassments^ — Nobody can doubt 

j. the over-trading. All over-trading may be called speculation. Over-trading is 

manifested by the demand not being equal to the supply, and by the excessive fall 
of prices. I am borne out in the opinion that there has been over-trading, from 
the demand not having been at all equal to the supply, and the low prices are a full 
proof of the fact. 

Do you imagine that that over-trading and those speculations have been assisted 
. and promoted in any degree by the banks in Scotland ? — All trade or speculation, 

^ (if that name be applied to trade,) is promoted and encouraged by such a circulating 

^ medium which it is profitable for the banker to issue. This profit induces him to 

' carry the issue to the greatest extent which he thinks prudent; and, as persons 

= engaged in trade and manufacture are assisted by the issue, the tendency is to 

J produce an over-supply of manufactures. 

5 Does not the facility which exists for extending the issues by paper circulation, 

as It now exists in Scotland, afford an encouragement to engage in commercial 
^ ^nsactions beyond the point to which they would extend under a metallic system? 

. Most undoubtedly. 

1^0 not the weekly exchanges which take place at Edinburgh among the bankers 
r afford an effectual check to any over-issue of paper ? — I should think a most perfect 

check; because the balance on exchange days is not paid by a re-issue of that 
f description of paper, but by bills on London at very short dates. 

What facilities therefore does the power of issuing a paper currency afford in 
t Scotland to speculation, as contradistinguished to fair and le^timate capital ? — 

1 metallic currency is a real capital, a paper currency is a fictitious capital ; there- 

5 y 4 fore 
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fore the fictitious capital stands in the place of the real capital ; and in Scotland the 
banker and the community have the advantage of it as a cheap circulating medium ■ 
whereas if the circulating medium was metallic, the public or the banker must 
sustain the expense. 

How is paper a fictitious capital if convertible into gold ? — As compared with 
gold it is fictitious capital, although it purports to be convertible into gold. It 
represents capital while in circulation, whereas gold is the capital itself; and it is 
for this reason that a metallic circulation is such an expensive one ; and this expense 
or cost has been a principal cause in all probability of the entire use of paper in 
Scotland, which has been found to answer every purpose at a very small cost, while 
it was also productive of facilities in accommodation. 



What would be the effect in your opinion of a paper circulation in Scotland and 
Ireland, and the exclusion of a paper circulation of small notes in England ? — That 
Scotland and Ireland would have a very decided advantage in manufactures and 
commerce over England, by the facility which that profitable circulating medium 
has decidedly over the unprofitable and expensive circulating medium. 

Having stated that you considered the present system of banking in Scotland to 
afford facilities to over-trading, does that apply to recent times, or to the best of 
your knowledge ever since the present system of banking has been established in 
Scotland ?— My answer applies generally to paper circulation, not only with respect 
to Scotland but to the empire. 

You have said that you consider the system of exchanges as having established 
a perfect guard against an over-issue of paper? — I should think so; I do not know- 
how one cun be established more effectually ; and I would illustrate it by stating, 
that its operation is exactly similar to that of the clearing-house of London bankers 
every day, with the exception that in Scotland the exchanges are only made once 
or twice per week, according to convenience ; the principle of the two being the 
same. The paper drawn on every banker in London is, at four o’clock of each day, 
exchanged at the clearing-house, and at five o’clock there can be no paper drawn 
on demand upon any banker in London that has not been satisfied. 

You then conceive that the extent of the issues of bank notes in Scotland can be 
no more than the nature of the transactions requires ? — In reply, I beg to refer to 
that answer wherein I stated that the issue of paper did of course cause a greater 
trading than if the currency was metallic; but taking the paper system as esta- 
blished, there can with those exchanges thus established be no more paper afloat 
than is substantially good in the judgment of the country, and of the respective 
banking-houses there. 



Then you are understood to say this over-trading cannot originate from the extra 
issue of paper, but simply from the circumstance of there being in that country 
a paper circulation ? — Most undoubtedly- 

Have you not been in the practice of calling upon the Bank of Scotland for sums 
of gold in payment of their bank notes lately ?~I have not ; and I would state that 
the banks of Scotland have until very lately refused to exchange with me, and in 
many instances to take my paper, keeping up, by every effort that could be made, 
that attempt to induce me to give up those establishments which have competed 
with them in the exchanges. In the summer of 1821 a formal and specific propo- 
sition was made to the whole of the chai'tered banks in Edinburgh to exchange with 
me as with others ; this proposition was entertained and supposed to be acquiesced 
in by several of the bankers, but when the question came to be discussed by them 
generally and collectively, the proposition was rejected. It therefore became 
necessary for me, when I had any demands upon the Scotch bankers, to require 
payment for that which I held in notes against them. As a metallic circulation is 
not that of Scotland, I demanded payment, leaving the bankers their option of pay- 
ing me m gold, in Bank of England notes, or in bills at sight on London. In 
many instances they made an attempt to detain my people all day, by giving them 
silver ; that I rejected in the first instance, because I had no right to take more 
than4o^. ; they then set up a right of holding every single note as a separate 
demand, and therefore that they had a right to pay each in silver, because each 
note was a separate demand ; however they shortly waived that and paid in gold. 
1 he whole of this, before the new sovereigns came out, had to be weighed, and 

my 



Printed image digitised by the University of Southampton Library Digitisation Unit 




m the CIRCULATION OF PROMISSORY NOTES, &c. 177 

my people were kept whole days in some of their shops from the quantity of light Pe ii.-Sco,i„a, 

gold offered them. The payment m gold was always their own choice and not my , 

demand ; they imported gold from London for the purpose of annoying me that 

I might have that gold to send back again. During the period of pLc, th nkino . . 

It expedient to send my funds where I might have a demand upon me, although 

there was no claim upon me but In London, yet, as I have always b, comtesy paid 

all my one-pound notes in Scotland, I ordered the funds that I had in Edinburvh 

to be sent without any other directions to the North, to Aberdeen and Montrose 

where my notes were circulating among the population of the country. I sent 

T ondon S'.i! h that could be made upon me in 

1 ;o oon’; m '‘''r P“'P, caased, I believe I might have very nearly 

to Edhibiwr .urTl ] 7 ’ V " aant back again 

to Ldmbur h , and I believe m the course of live or six days 50,000 L or from that 

to 100.000 1 . in notes, must have been presented for payment at that period to the 
various bankers m Edinburgh. The demand on the^art of my people was 
‘r’'"’ iT"' 7 t ‘aast of this I am sure, that I wrote to my 

Cm and t„° TiCh f t'®"'''"'*,’" goW. hat tierel, to present the notes for payl 

this LC or Ra k f V'^'l Laadon durhlg 

this panic, or Bank of England notes, and with a view that we would not be the 

Cd'^all m fo wished to do cvery thing I could to prevent an, Ihing of the 
kind, all my btters, confidential and public, that came to me day by day during 
fm the o,,™ T'’- "a'af"'- 'hay atime, to the Secretary of tte Treasury! 

havf a nrlT"! It Chancellor of the ExchcqLr, that he mig£ 

oTir e™! ^ “ Scotland during the wl.ole of the 

m ’ ®''® 7 , ““munication made to me during the whole time. Instead 

wlihih h- “"a 'a “a. I -™ppose 

pane's^ tht’f I b»dT°^'"d T' “""i- 

papers that I had demanded gold of the bankers with an intent to produce a run 

stated 'to’him'thm T h 'd'’ °u England, and saw the deputy governor, and 

Sn?on 1!ll f ^ ““‘•f application for gold, and that if the bankers 

t ^ „n1 m u I t f ^ ‘a he would understand 

It was not to pay me, for I preferred Bank of England papery and I gave him 
a le.ter or letters written by my people, stating that they had obeyed my mders in 

ML™“hree days ' ^ P“"ia. take their 

there*''“ “ a"“‘’a?-The panic in last December, here and 

vo^^L" thrmornroVu '^ammittee what sum in gold the banks in Scotland paid 
you m the month of December last?-I cannot; I should think under 1 00,000 f. 

thah°cena“infy.“‘‘ *ansand?_I should think not more than 

keiT!t*in'’q ’'17 7 *T ‘^““.“‘“ae, whether you sent that gold to this country or 
Kept it in Scotland ? — I sent it to this country. ^ 

Hove the banks in Scotland ever given you hills on London for any demand vou 
fflade upon them?— I have latterly made arrangements with the British Linen 
Lompany the National Banking Company, and the Commercial Banking Company 
of Scotland, and the Leith Bank ; the other banks in Edinburgh do not exchange 
ln™l J”®’ ® private bank. In Glasgow nine ; in Aberdeen the whole of the 
al banks exchange with me; in Montrose they exchange; and therefore when 
1 have a demand upon any of those banks that exchange with me, 1 take their bills 
on London if the balance of that exchange is in my favour ; if against me, they take 
luy bill on London at the same date, a date agreed on. ^ 

Have you ever received from the Commercial Bank a draft on London for the 
mance of exchanges ?— I apprehend so, but I cannot state that without liaving the 
accounts before me. ^ 

Can you charge your memory with ever having received a bill on London for any 
ance, except from the British Linen Company? — That question I can only 
swer by referring to my books; but I apprehend so most decidedly. The bills 
Z rnrrtP 
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came on different houses in London, and therefore I presume they must come from 
several banks *. 

When did you first make this arrangement with those banks? — I should think in 
February last, since the panic. With the Bank of Scotland and the Royal Bank 
we have made no arrangement ; they still pursue the same course. 

As a manufacturer, you pay a great number of workmen weekly; do you not?—. 
The works give employment to some thousands, although latterly we have reduced 
our scale of work in consequence of the supply that we produced being larger than 
we thought there was a demand for. 

How have you paid those workmen ? — Nearly always in my own paper. 

In paper of 1 /. ? — Yes ; that is the whole of my issue. I am not certain that 
I have not a few 5 1 . ; but I believe I have none but 1 1 . in circulation, and those 
payable in London; and I wish to explain the reason of their being payable in 
London. By courtesy I pay them in Scotland, where they circulate generally upon 
the eastern coast. They are very convenient, by being payable in London, for 
persons who are coming to London, there being no metallic currency circulating 
in Scotland. But my great motive has been, to prevent any person from running 
upon me in Scotland ; for if I were to make my notes payable at Edinburgh, the 
bankers with whom I do not exchange might collect my paper day by day or week 
by week, and run upon me. I could have no security against a large collection 
being brought against me at any particular moment, and I therefore determined to 
make all my paper payable in London ; but at the same time paying it by courtesy 
in Scotland. 

If one-p(mnd notes were done away, would it not be very inconvenient for the 
payment of your workmen ‘ — I do not know it would be very inconvenient ; it would 
be just as easy to pay a workman in a sovereign as in a one-pound note. 

Would not it be much more expensive to you ? — My linen house has to come to 
the banks for the sums required daily, for the payments for labour. The banks 
render this accommodation to the bouse with ^eater facility when they issue paper 
than they could do if obliged to issue a metallic currency, because the metallic cur- 
rency is much more expensive and less profitable to the banker than the paper 
currency. 

Are your concerns carried on by different firms ?— They are. 

Do you think your house of manufactures would be put to considerable expense 
in paying their workmen in gold instead of one-pound notes? — That would be 
a more expensive mode of payment, and that currency must either be obtained from 
London or from the banking-houses in Scotland ; and inasmuch as it is an expensive 
currency, the individual wanting that currency must pay for it. 

Then that would ultimately come to be a charge upon the manufacturer ?— 
A metallic currency is always a charge upon the person using it. 



Do you think that the additional charge would produce any greater security to 
the country than the country already enjoys from the system in which payments are 
made there ^ — There cannot be a doubt that the metallic currency has no risk, 
but that all paper currency, let it issue from what source it may, must always have 
a risk, but there would only be that difference. 

Do not you think that to the poorer manufacturers that would be, oyer and above 
the additional charge on them, a great loss, from the want of facilities of credit 
which they now have in that country? — No doubt about it. 

Are you not of opinion that the proposed regulation, if extended to Scotland, 
would be materially injurious to that country ?--No doubt about it, in my 
judgment. 

Are you acquainted with the practice in Scotland of taking small sums on deposit 
receipts ? — ^Yes, very small sums. 



• On reference to hU accounts, Mr. Maberly finds, that he has been in the habit 
exchanges twice a week, since February last, with the British Linen Company, the a o 
Banking Company, the Commercial Banking Company of Scotland, and the Leith Bank. 
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Do you not believe that that practice of taking sums on deposit receipts has been 

a great encouragement to economy amongst the lower orders of manufacturers and 

agriculturists in that country? — No doubt of it. J.Maherl^ 

Do you believe that if any regulation was to render it impossible for the bank 

to give equally the same interest upon those deposit receipts, those deposits would ' 
amount to the same extent? — Most undoubtedly not. 

Are you not of opinion that the poorer orders of the community, wishing to 
secure their usual profits, would lend their deposits to persons in whose hands they 
would not be equally secure ?— I apprehend they never lend their money on deposit 
except to those persons whom they believe to be secure. 

If they had not an opportunity of getting equal interest, do you not believe that 
their d^jre to get a larger interest might lead them to lend their money to indi- 
viduals in that country Their interest sometimes takes away that selection which 
is so important to security, and I cannot tell how it might operate with those per- 
sons. Scotchmen do not often make blunders of that kind, they are oenerally 
careful of the hands in which they place their capital. ° 

Is there often a demand for gold in exchange for notes on the banks in Scotland? 

I apprehend that any manufacturer making a habit of demanding payment in 
gold on any banks in Scotland would soon be refused that accommodation which 
has been afforded to him while he has accepted the paper circulation of the 
country. 

Do you know whether it is the practice of the banks in Scotland to hold them- 
selves prepared for any considerable demand in gold ?— I should apprehend that 
a pressure of an ordinary description for gold on any of the banks in Scotiand 
would occasion them to shut their doors in eight-and-forty hours, because they have 
not prepared for a demand of the metallic currency, to which they have never been 
accustomed ; but there can be no doubt that if persons were in the habit of 
demanding gold, they would prepare themselves so as to meet the demand that they 
anticipated would be made upon them ; and any demand of that sort for gold' 
without full notice to the bankers, in my humble judgment, would be injustice to 
the banking establishments of Scotland. 

^ Under the banking system, such as it has hitherto existed in Scotland do you 
raagine that such a demand is altogether improbable?— I should say ouite 
improbable. ^ ^ 

Has it ever happened that your notes have been demanded payable in gold ? 

My notes cannot be demanded payable in gold, they are only demandable in 
London; but if I heard it said, We prefer gold, when I have paid my notes by 
courtesy, I should have given them gold; but I have not introduced gold where 
1 could have done it without inconvenience or loss; I did not do it, because it 
should not be said I was the person to introduce a metallic currency, which would 
be prejudicial to the whole banking system in Scotland, notwithstanding the oppo- 
sition they have kept up against me. 

Were not your notes, in point of fact, more readily received by the people than 
gold Itself would have been ? — I can only give an opinion ; and that is, that the 
people of Scotland are so wedded to the paper currency that they prefer it to 
a metallic currency ; and from the petitions to Parliament, the expressions of the 
^ople, and the statement of my managers there, I certainly should decidedly 
be ot opinion that the people of Scotland preferred a paper currency to 
a metallic one. 

Is not that one of your notes [a note being thawn to tkemtnessV—l should 
think It IS. 

It is one issued from Glasgow, is it not? — Yes, it is. 

By whom is it signed — It is signed by my first clerk. 

What is his name.? — John Stephens. 

Does he reside in Scotland or in London?— In London. 

W’hat are the other names ?— Mr. Pellatt, my agent in Glasgow, and Mr. Bartley 
thy general accountant. ^ 

of resident in London ? — Yes, he is ; and your Lordships will see the security 
tins mode. These notes are signed by those two persons in London, and are 
z 2 sent 
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j I consequence is there can be no loss before they arrive in Scotland. 

■Es?- That accounts for your different notes having the managers names conjoined 

secretary and accountant in London? — It is almost impossible 
* ^ • to issue a note that I do not sanction, or to circulate one vrhich is not complete. 

That is one of your Montrose notes, is it not [the same being shown to the 
witnessYt — Yes; that is signed by my agent at Montrose, Mr. Jameson. 

Those notes are signed by your secretary and accountant in London, and by your 
agent at the place w’here they are issued ? — Yes, they are. 

You have never had the least difficulty with your workmen in receiving those 
notes in payment for their wages? — 1 cannot say but at first the bankers made the 
greatest opposition to receiving them from the tradesmen, my workmen being obliged 
to take the notes to the tradesmen in Aberdeen. Perhaps every one of these would 
willingly have taken those notes if they had l)een for five hundred times the amount ; 
but finding that the banks refused to take them in any payments, they did not like 
to have the trouble of bringing them to my banking-houses to get them exchanged. 
For some years past, most of the bankers have taken my notes in those districts, in 
consequence, 1 suppose, of my determination, that if the tradesmen were obliged 
under these circumstances to refuse them, I would establish stores through all the 
country for the labouring classes to buy their articles at, where they should be sold 
without any profit, viz. grocery, tea, and articles of other description ; by which 
means I should have compelled the tradesmen gf Aberdeen to have formed a better 
understanding with their bankers. 

In Aberdeen they exchange with you ? — Yes; and in Montrose, and partially 
in Edinburgh. 

You never offered any of your manufacturers to pay them in sovereigns?' — I should 
think not. 

Do you believe that they would rather have taken a sovereign than your bank 
note, even at the lime that the banks had created this difficulty ? — I believe they 
would rather have had my note, if they could any way get rid of it, than a sovereign. 

You have stated the threats held out; do not you suppose it was in consequence 
of those threats you facilitated the circulating of those notes ? — Of course ; if a 
tradesman is told that if he refuses to take a note as legitimately issued as a note 
can be, if he refuses to take it, I certainly think that I have then the liberty of say- 
ing, I will establish tradesmen who will give articles cheaper, and take in payment 
the notes which the others refuse. 

Your notes are payable only in London?— Only in London. 

Were they always made payable only in London ?- -No ; at first they were made 
payable in Edinburgh. 

What was the reason of the alteration ? — The great hostility of the Scotch banks, 
and wishing to guard against any possible run or inconvenience. 

What would be the advantage of Scotland over England, if the currency of one 
were in gold and the other in paper? — The advantage would be that the extent of 
the circulating medium which existed in paper in Scotland, whatever that amount 
might be, it would give the advantage to Scotland of a circulating medium, the cost 
of which would be very little as compared against a circulating medium which would 
be very expensive. 

Do you apprehend that if that was the case it would give a great facility for 
Scotch notes to enter England, provided tiie bankers at Newcastle and the country 
gentlemen in the different parts of the north of England agreed, the one not to 
receive them as money, and the other not to receive them as rent ?~It is impossible 
for me to say what the effect would be if such an agreement were made and carried 
into execution ; but I do not believe that any such an agreement would be made, or 
if made would be carried into execution ; because I believe every creditor is anxious 
to receive the amount due to him ; and I hardly suppose, that when that amount 
was tendered in notes payable in Scotland, he would refuse such a tender. 

Have you not heard of a Scotchman refusing to take his rent otherwise than in 
Bank of England notes and gold? — I have not. 

You 
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You have stated, that if the currency of small notes was permitted in Scotland 
while the currency of England is restricted to gold, Scotland would have a great 
advantage over England ; but is not the rate of prices of difterent articles in Scot- 
land necessarily governed by the rate of prices in England ? — Undoubtedly. 

Be so good as to state what those articles are, the prices of which are governed by 
the prices in England r — There are many ; but those which immediately occur to 
my recollection are hemp, flax, linen, cotton and corn. Your Lordships will 
evidently see there are some which have no reference, such as hay, and other articles 
not easily transportable. 

Do you not believe, that supposing there was a circulation of gold in England, 
and a paper circulation was to continue in Scotland, there would exist the same in- 
fluence in the market prices in England over the market prices in Scotland that there 
does at present? I consider that a question involving so much the very principles 
of political economy, that I am not prepared at present to answer it. 

Do you not know, in point of fact, that before the year 1 790, when there was no 
bank note under 10/. in England, and of course a metallic circulation for all pay- 
ments under that sum, and when there existed one-pound notes, constituting the chief 
circulation in Scotland, the markets in London had the same influence over the 
markets in Scotland ? — I am not acquainted with the facts sufficiently to answer that 
question. 

From your general knowledge of banking, would you conceive the banking busi- 
ness could be carried on more advantageously to those concerned in it, by the banker 
being allowed, upon giving proper security, to issue notes below the value of 5/., or not 
being called upon to give any security for their issues, being prohibited issuing notes 
under 5/.? — That is a question I cannot answer; but from the attention I have 
given to the circulating medium, I am induced to believe that the best and most 
advantageous circulating medium is paper convertible into gold; and that security 
should be taken for the one-pound notes, in order to interfere as little as possible 
with the present law of debtor and creditor, and to give security to a class of per- 
sons who may be supposed not to have the power of examining into the credit 
of the issuer of notes of that amount. But if security were taken for notes of a 
higher denomination, it would give to the creditors of the banker holding such paper 
an exclusive advantage over the creditors of that banker in any other way, and 
thereby give to different descriptions of creditors different claims upon the assets 
of the banker; and therefore I should think that if that alteration which I have 
stated, namely, security for the issues of paper of a low denomination were taken, 
it would be the best currency a country can have. The cheapest and most advan- 
tageous would be convertible paper ; for the expense of a metallic currency must 
be very considerable, saying nothing of the inconvenience of W'eighing, which after 
it becomes worn will produce a great deal of trouble and inconvenience, without 
reference to hoarding, and many other circumstances that will apply to a metallic 
currency, that do not apply to a paper currency. In this opinion I do not interfere 
with the general law or security of debtor and creditor, except to the extent of the 
circulation of a banker of the low denomination of paper. For a benefit so large as 
that of dispensing with the expense of a metallic currency it would become a ques- 
tion of expediency and policy as to the alteration of the law between debtor and 
creditor to this extent. 

[The witness was directed to withdraw. 

GEORGE TAIT is then called in ; and Examined as follows : 

WHAT is your profession? — A Farmer and Land Valuer. 

Has that given you a great opportunity of knowing the state of farming through 
out Scotland ?— It has. ® ^ S 

Do you not know that the agriculturists have derived great benefit from the 
banking system as established there? — Yes, they have, a great deal. 

Is it not a general practice for them to have cash accounts ? — Yes, it is. 

Is it not the practice of the hinds and the herds to deposit their savings in the 
^nks^upon deposit receipts? — They do when they get to a given amount, as high 

z 3 Flave 
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Have you known frequent instances of persons in tliat situation increasing their 
deposits till they have occasion to take a farm? — Yes, I have known some instances 
of that. 

With which, and the assistance of a cash account, they were able to take, stock 
and cultivate? — Yes. 



Are you of opinion, that the improvement of land in Scotland could have been 
pushed to the extent it has been without the aid afforded by banks in that country ? 
— No, I think it could not ; the banks have been the very foundation and main- 
spring of the agricultural improvements in Scotland. 

How long have you been acquainted with the counties of Berwick and Roxburgh? 
— For forty years ; I have been a farmer for that time. 

Do you believe that, since you commenced farming, the produce of those two 
counties has been doubled ? — Yes, I do. 

What would, in your opinion, be the effect of such a change in the banking 
system, as sliould induce the banks to withdraw cash accounts ? — That will suspend 
and abridge improvements very much. 

What w’ould be the effect of diminishing their interest on money deposited with 
them ? — It would have a very bad effect. 

Would it have a bad effect on the economy and habits of the country ? — Yes, it 
would. 

Did you ever know those engaged in the agriculture of Scotland more unanimous 
against any one measure than they have been against the proposal for annihilating 
one-pound notes ? — No, I never knew the country so unanimous against any thing ; 
I consider that it will tend very much to the injury of the country. 

You think that feeling universal ? — It is considered very universal throughout 
Scotland. J s 

[The witness was directed to withdraw. 



Dk Jovis, 4’ Maii, 1826. 

The LORD PRESIDENT in the Chair. 



ORDER of Adjournment read. 



HENRY BURGESS is then called in ; and Examined as follows : 



4 May 1826. 



Hemy Burgess, WHAT IS your professional employment ?— I am a Manufacturer of long wool 
at Leeds in Yorkshire, and a dealer in wool. 

Have you any acquaintance with Lancashire? — Yes; there is a market held at 
Rochdale once a fortnight, at which market I attend in tiie course of my business. 

What is the circulating medium in Lancashire ?— In that part of Lancashire, viz. 
the east side of the county, the circulating medium used in payment of small sums, 
for wages and small necessaries, is almost wholly local bank paper. 

What are the principal manufacturing places in the east of Lancashire, in which 
local notes are in circulation ? — Ashton-under- Lyue, Rochdale, Bury, Bolton and 
Blackburn. ’ j> 



^ Do you include Manchester ? — Yes ; there are two banks in Manchester which 
issue notes. 

Are there banks in the towns you have mentioned which issue notes ? — Yes. 

Are there any other considerable towns in this district through which those notes 
circulate ? Yes ; there are notes created at Macclesfield, nineteen miles from 
Manchester, and at Stockport, seven miles from Manchester ; one of the Maccles- 
neld banks has a banking-house in Manchester, at which house they pay their notes 
and re-issue them. ^ 



Do 
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Do all those notes circulate in Manchester? — Confining my answer to the period 
up to the 1st of December last, they were all currently circulated in Manchester. 

How many banks in Manchester do you say issue notes ? — There are two banks 
in Manchester that issue their own notes, the same partners as those in the Black- 
burn and Macclesfield Banks, but the notes purport to be issued at Blackburn and at 
Macclesfield. 

Are they paid in Manchester ? — They are. 

Are they issued in Manchester? — ^They are; and one of those banks would pay 
the notes of any rival bank up to the 1st of Decembec last, on the payment of 
a trifling premium. 

What is the general circulating medium of Lancashire, independent of those pro- 
missory notes ?— The great mass of the circulating medium of Lancashire, as in all 
manufacturing districts in the North, is bills of Exchange ; a part of the circulation 
is in gold and silver, and Bank of England notes. 

Are not many of those bills of exchange for sums from 10/. to 30/.? — A great 
portion certainly from lOl. to 30/. 

Are there many below 10 1 . ?— No. 

What proportion do you suppose those bills of exchange bear in value to the 
Bank of England notes and gold which circulate in Lancashire ? — I should say 
that on the 1st of December last those bills of the value of 10/. and not exceeding 
30/. amounted to four fifths. 

If you do not confine your answer to bills of exchange under 30/., what propor- 
tion does the gold and Bank of England notes hear to tfte bills of exchange in 
Lancashire ? — I should say that the bills of exchange were more than twenty to 
one. I have this day received a letter from a banker in Lancashire, who states 
the amount at much higher than that. 

Have you any objection to state the name of that banker?— Mr. Roby of Roch- 
dale, of the firm of Fenton’s and Roby. 

At what does he state them ? — He says they are as fifty to one 

Do you know of any system by which an effectual check can be given to the 
amount to which those bills of exchange may be circulated ? — Inasmuch as those 
bills of exchange all, or in a great measure, come to London, and are exchanged ax 
the clearing-house without the intervention of bank notes, except in the proportion 
of about one-twentieth part, the check is a very inefficient one. 

When they come to London, is not there a new flight of bills of exchange 
issued, which do not come to London till nearly the time they are payable ? — That 
marks the transactions of every succeeding day ; still, as a part of those bills of 
exchange are resolvable into Bank of England notes or gold, that will be in some 
degree a check upon the amount of circulation of bills of exchange. I should say 
hat the contraction of one million of Bank of England notes would have the effect 
f contracting twenty millions of bills of exchange. 

Do you not think that this system of conducting the circulation by bills of 
exchange gives great facility to speculation? — Unquestionably j as the amount of 
the circulating money in bills of exciiange so far exceeds all other species of circu- 
lation put together, it has the greatest effect in producing that consequence. 

Do you know what number of bankers, not issuing notes, have failed in Lanca- 
shire since December last? — Three. 

Have you any objection to state the firms ?—Dilworth and Company of Lan- 
caster, Crewdson and Company of Manchester, and Hadwen of Liverpool. 

Have any of those banks who issue notes in Manchester and the vicinity failed 
since the month of December last ? — None ; no banks situate in Lancashire issuing 
notes have failed ; one bank, that Mr. Roby states to have had an issue of notes to 
the amount of 140,000/. in December last, has withdrawn the whole of those notes, 
and now no longer issues them. 

They have paid for those notes ? — Yes, they have paid the whole of them. 

z 4 Since 




Printed image digitised by the University of Southampton Library Digitisation Unit 



Pt. II.— Scotlaad. 



1S4 MINUTES OF EVIDENCE before Committee of Lords, (,826) 

- **'«““?* °f December last, has there not been a general diminution of 

mn„ B,r,,n Lancashire, Cheshire, and the vicinity of those counties ?— There 

, — S_j has been a very great diminution ; not being a banker, I inquired of Mr. Roby of 

♦ M.v 1826. “°chda e, who IS a very experienced banker, and he states the amount of those 
notes taken out ot circulation since the ist of December to be 590,000/. 

Have you known instances of bankers destroying them in great masses Yes 
the system and operation of bankers is extremely sensitive. There had been from 
the failures in December great demands made upon bankers, not only for pavme^ 
of their notes, but also for deposits, and the effects of those demands had in nart 
past away about the middle of January, and the restoration of confidence rnieht' 
have succeeded ; but w^lien the measures regarding country bank notps were an- 
nounced, it had the eftect of _ re-creating a run upon all the banks in the North 
I know that one banker m Halifax said, This demand for gold cannot be a fair and 
straight-forward demand ; we will mark some of our notes, to see how often we pav 
the same note in gold. He marked one five-pound note on the morning of a market 
nay, and that note was brought in five successive times during that'day, and he 
paid for It twenty-five sovereigns. This state of things created such irritation in 
the minds of bankers, that some of them burnt their notes as they were paid • in 
one instance a banker took a bundle of 13,000/. and put into the fire at once. ’ It 
was owing to this state of irritation, and to the renewed demands upon the bankers 
and not froin_ any disposition to retard the measures pending in Parliament, that 
the bankers withheld notes, and would not re-issue them. 

How have the manufacturers paid their workmen since the smalUiotes were 
destroyed to that extent?— To answer that I must divide the manufacturers into 
three classes : the first and wealthiest do now, as they can at all times, pay their 
workmen with the notes of the National Bank, without the intervention of any 
agent or banker, and they do pay their workmen in that manner : the second class^ 
not so wealthy as the former, are in connection with some of the laraest bankers’ 
such as Jones, Loyd and Company, of Manchester, and through their intervention 
they would obtain Bank of England notes or gold, and would continue their opera- 
tions : the third class, infinitely the greatest in number as well as in the aggr^e 
amount ot their _ transactions, but the poorest, cannot resort to either of the former 
means of obtaining money to pay their workmen; they have been accustomed to 
obtain accommodation from the counti-y banks in the neighbourhoods in which they 
live; since the contraction of the circulating medium they have hardly been able to 
pay their workmen at all ; they do it partly by checks on provision dealers, partly 
m goods, and partly by collecting from mealmen and bakers the notes of Lnks 
circulating within eighty miles of the place in which they live. 

Have you known any of those three classes send to London to get gold for the 
purpose t— Mr. Gott, of Leeds, told me that he now obtained all his money from 
London to pay his workmen ; and I have happened to meet with, in travelling be. 
tween Leeds and London, four gentlemen who belonged to the third class or 
the poorest class of manufacturers, who had been sent up to London bv their 
neighbours to obtain sovereigns for their own workmen, and those of the village in 
which they lived, and one of them said, that so soon ns their cargo of sovereigns was 
number'*^’ reduce their workmen to one eighth of their ordinary 

Was It from want of demand for their manufactures that they meant to reduce 
thmrimmber to one eighth of their ordinary number J-Possibly in some instances 
.It might be. 1 happened to know one manufacturer who makes goods, not for any 
present demand, but for markets in South America, and where the goods cannot be 
sold for any demand for clothing till eighteen months have elapsed after they have 
been made, who told me that he never, during the seventy years their house has 

mods ™ L'™“™ble as the present for manufacturing 

goods, but that his workmen were reduced to one eighth of their former number, 
because he could not, without great difficulty, obtain money with which to pay 

Have you not known workmen refuse to deliver their goods in consequence of 
the mode in which the manufacturers proposed to pay them ?— There Imve been 
severa instances made known to me, of workmen refusing to deliver their goods, 

iho'l'lf “■ ‘‘gl'l "'selts in succession, 

they have taken back their goods, and would not deliver them. 

9 Have 
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Have not the manufacturers round you and in Manchester and Lancashire been Pt. ir.-scoii.Dd. 

greatly thrown out of work since the plan of withdrawing the one-pound notes was 

announced? — Very much so; I have before explained in what manner they have fJeniy Burgess. 
been compelled to give up keeping on their workmen. '' 

Can you state the expense of bringing gold and bank notes to Manchester or ^ ^ 

I.eeds from London for the payment of the workmen ? — No, I have no means of 
stating that from my own knowledge; I should think it was about live-eighths of 
a pound per cent. ’ 

Do you think that you could pay your workmen with five-pound notes ?— It would 
be attended with great inconvenience and loss to the workmen to pay them in five- 
pound notes. I know an instance where a banker having refused to furnish the 
ordinary supply of notes for the payment of the workmen of one of the largest 
establishments in Yorkshire, he classed his workmen into sets of eight or ten or 
twelve men in each set, and paid them all by drawing bills at two months on 
a banker in London for the w'ages, which bills they were obliged to take to some 
provision dealer, to get exchanged in the best manner they could ; of course that 
would subject the workmen to great loss, because the man would not only charge 
a discount upon the bill, but w’ould oblige the workmen to take at probably a higher 
rate of value his goods in exchange. 

Are there to your knowledge any manufacturers who, since this difficulty of getting 

the means of payment of wages, have given orders upon shops to their workmen ? 

Yes, I imve known tliat. 

Are those shops of their own, or are they belonging to people with whom they 
have had accounts? — Both their own and persons with whom they are in the habit 
of dealing, and with whom probably they have made agreements. 

Do you not think that a very objectionable mode of paying the wages of labour ? 

— It is in many instances found to be very injurious. 

[The witness was directed to withdraw. 

LEWIS LOYD, Esquire, is then called in; and Examined as follows: 

WHAT is your professional employment?— I am a Banker in London and in r^,;» 
Manchester. Esq’ 

You are in the house of Jones, Loyd and Co. ? — I am. '' ' 

How long have you been a banker in Manchester ? — More than thirty years. 

There is no house in Lancashire has greater dealings than yours?— Few bankin<r- 
houses there have, if any. ® 

Since you have been in business, can you state to the Committee what has been 
the nature of the circulation in Lancashire? — In Manchester it consists principally 
of gold. Bank of England notes, and bills of exchange. 

Is that the case throughout Lancashire ?— It was, till within these few years, the 
case throughout the whole county ; but of late years there have been several attempts 
to introduce the circulation of the notes of country bankers. There are five or six 
country banks which have been in the habit of late years of issuing their own notes 
there. 

What country banks are those ?— There are two at Rochdale, one at Blackburn, 
one at Bolton, and one at Ashton-under-Line. There are two in neighbouring 
towps in Cheshire which introduced their notes into Manchester, one at IHaccles- 
beld and one at Stockport. 

Are not those notes issued by partners of some of those banks even in Manchester 
itselt ? — I believe they have been in some instances. 

Before those provincial notes were introduced, what proportion, in your estima- 
wn, did the bills of exchange bear to the gold and Bank of England notes in 
circulation throughout Lancashire ? — It is difficult to answer that question with any 
accuracy ; 1 should say that they were at least nine parts out of ten ; nine parts bills 
^ tenth part gold and Bank of England notes. I am inclined 

0 think the bills of exchange bore a still greater proportion, 

^ 45 - A a You 
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pt. II.— ScoiUnd. You are in the habit of having deposit accounts with the manufacturers in Man- 

Chester, are you not ? — Yes. 

Letm Loud, ■' 

Esq. money which you suppose the manufacturer draws for wages you are in the 

« habit of paying in gold or Bank of England notes, are you not? — Yes, we are 

4 May 1826. wholly. 

If he draws upon his deposit accounts, and it is supposed not to be for wages, 
how do you make payment upon that account? — It is generally made in bills of 
exchange drawn on London, but we accommodate his wishes as much as we can. 

Some of those bills of exchange are drawn from one part of Lancashire on 
another, are they not ? — The bills of exchange called for by a manufacturer in such 
a case as that put are mostly drawn in Manchester in his favour, and he uses them 
as he likes. 

Supposing a manufacturer in Manchester were to have a deposit account with 
you, and to make repeated demands for gold beyond what you thought necessary 
for the payment of wages, what would be your conduct ? — We should say that we 
could not supply him. There is an understanding between the manufacturer and 
the banker : the manufacturer is to be supplied with what his wages require ; but the 
ordinary demands of business beyond wages are usually paid in bills of exchange j 
and if he did not conform to that practice, we should complain, and object to his 
manner of conducting his account. 

Do those bills of exchange circulate from hand to hand in Manchester ? — ^Yes ; 
when a bill is drawn in favour of a manufacturer, he indorses it usually to the per- 
son to whom he pays it, and the person to whom he pays it pays it again to another, 
and it goes on often till it is covered with indorsements. 

So that in fact it forms a part of the circulating medium ? — The principal part. 

Have you not seen bills of exchange of that nature, for the value of 10 with fifty 
or sixty names upon them?— Yes, with twice that number; 1 have seen slips of 
paper attached to a bill as long as a sheet of paper could go, and when that was filled 
another attached to that. 

What is the lowest amount of bills of exchange ? — ^Bills of exchange to ar small 
amount have diminished in proportion as the stamps upon them have increased. 
Thirty years ago, when I first began business, the stamp on any thing under 30 1 . 
was sixpence, and at that time small bills of exchange formed a very large portion 
of the circulation of the town of Manchester. 

When you say small, how low have they gone ? — To 5/. 

What is the change in the stamps which has produced a reduction in the number 
of small bills of exchange ? — The stamp now, I believe, is at least four times the 
amount. One of the first things I was taught to learn when I came to business 
was the table regulating the stamps on bills of exchange, but since that time they 
have been increased exceedingly j and my observation has led me to the conclusion, 
that as the stamps have increased small bills have diminished ; and it is within my 
knowledge that our customers are in the constant habit of asking for ten-pound 
Bank of England notes or gold, to save the stamp on small bills. 

The bills you speak of are generally at two months date ? — That is considered 
the general mode of drawing at Manchester, at two months after date. 

Do you know any system adopted in Lancashire from which there arises a check 
upon the quantity of those bills of exchange that may be issued ? — The check upon 
them is their convertibility into Bank of England notes, that is, the facility with 
which they are discounted in the London market. 

That is the only check, is it not ?— Y es, it b. 

When you say their convertibility into Bank of England notes, you mean their 
convertibility into Bank of England notes or gold ? — Yes; but bills of exchange 
are mostly wanted to be discounted in London, or exchanged there for bank notes. 

Do not you think this system of circulation by bills of exchange gives great 
facility to speculation ? — Certainly, if they were not constantly subject to the check 
of being convertible into bank notes at the pleasure of the holder ; any persons 
issuing bills for purposes of speculation are soon checked, for the circulation of such 
^ bills 
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bills of exchange is perfectly understood in the city. A bill issued for speculation 

is easily known from a hill issued for a regular and ordinary transaction of business- 

and a bill which appears to have been issued for the purposes of speculation does 

not often meet with a ready discounter. ■^^g- 

Are not those bills of exchange supported by the credit of each person indorsincr 4 May 1826. 
them?— The credit of all persons upon the bill goes to strengthen tlie bill —the 
drawer, the acceptor, and the indorsers. ’ 

Each of them being responsible ? — Yes, certainly. 

How do you know: upon the appearance of a bill, whether it has been drawn for 
the purpose of speculation or with a view to some real transaction ^ — It is difficult 
for me to explain the maimer of knowing it, but in a heap of bills we seldom fail to 
detect It. Bills that are issued for speculation generally travel to London very 
rapidly, with very few indorsements upon them ; they are wanted to be converted 
into bank notes immediately, and come quite clean, and without any marks of 
negociation upon them, and besides that, we know the parties upon them pretty well. 

Do not you think the chief security arises from your knowledge of the names of 
the parties and your opinion of their character ?— Certainly. ® ' 

Do yon know whether there has been any difficulty in paying workmen in Maii- 
Sy^dSfiJuky December lastP^I am not aware that there has been 

Have you heard nothing of the difficulties some of the lower master manufacturers 
have had in doing that?~When money was worth but three per cent there were 
bills converted into money that cannot now be converted into money. Certainly 
persons who have but indifferent securities to offer to obtain money to pay their 
wages cannot now get their money ; but respectable persons, who have proper Mils to 
offer, have no difficulty whatever; all our customers have been supplied as usual. 

Have you experienced any increase of demand, or diminution of demand, since 
the month of December ast, for the payment of wages?— Yes, certainly we do 
not pay on Saturdays the same that we usually did; the manufacturers have 
slackened working very much. ^ 

You were understood to say that you observed the number of small bills of 
exchange to have decreased in proportion to the increase of the stamp duty and that 
the circulation of one-pound notes had risen only of late years ; do yon think that 
Uie void m those small bills has been replaced by the circulatio.; of sLi notes 
Lhe small notes I allude to are the notes issued by country bankers. Till within 
Bank of England supplied the whole circulation 

The vacuum has been supplied by Bank of England notes i— It has. 

Is it your opinion, that the difficulty which the poorer manufacturers may have 
experienced in procuring money to pay their workmen has arisen rather froni their 
own want of credit than the deficiency of the means of circulation ?— From their 
own want of credit; where there are good bills of exchange to be given for the 
money, there is money in abundance in Manchester. ® 

‘he notes issued by the bankers who have 
ately issued notes m Lancashire formed the general circulation of Lancashire or in 
what degree their circulation was confined to Manchester?— Their great obiect was 

^Kedtm.‘“‘“ saining ground”, K 

ground-in Laitaslihe?'’ It fsi'ffi “f hanks should gain 
^ouna in i.ancasliire?~It 13 difficult for me to answer that question - mc have 

Iways ourselves confined our circulation to gold and Rank of England notes. 

lation I do^not knmv\SrT succeeded in bringing their notes into cir- 

. 1 no not know that I have any means of ascertaining that. 

1 stuld lliTnk k ‘he county 

and its neighbourhood. proportion of the circulation of Mancifester 
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By far the greater proportion of the circulation of the county is carried on in 
Bank of England paper ?■ — Yes ; I conceive the amount of Bank of England notes 
in circulation there to be much greater than the amount of any other notes. 

Has there been any considerable diminution of demand for Manchester goods 
within the last five or six months ? — Yes, I think there has. Ever since the failures 
commenced, the latter end of the year, the demand for the goods has diminished. 

What is the state of the demand now ? — I think it is reviving. 

Do you imagine that any person travelling through England would observe any 
remarkable difference in the quantity of gold in the county of Lancaster, as com- 
pared with any other part of England? — Yes, the difference would be very per- 
ceptible. 



Has not the price of the raw material very much diminished? — It is lower than 
ever. 



Do not you think that increase of demand is the natural consequence of the 
cheapness which the lowness of the price of the raw material gives rise to ? — Cer- 
tainly ; the article is now become so cheap, that any person who understands it, and 
has capital, has every inducement to embark in it. 

Is not that the case with the iron trade ? — Certainly it is. 

Have you any means of judging what quantity of gold may be in circulation in 
Lancashire ? — I do not know that I have any means of ascertaining what amount is 
circulating there. 

Was there a demand for gold in Manchester to any great extent during the late 
failures? — There was a little panic there, but not much; and those who felt that 
panic, and had money in their banker’s hands, went to the banker for it, but that 
was not carried to any material extent. 

Do you know whether any of the banks which issue notes in and about Man- 
chester have failed since the month of December last ? — Not one. 

Have there any bankers in Lancashire who do not issue notes failed since the 
month of December last ? — Yes ; one in Manchester, one in Liverpool, and one at 
Lancaster, and neither of those issued a note. 

Are the Committee to understand that you attribute the present distress among 
the cotton manufacturers principally to want of credit and confidence, and not to 
a glutted market ? — I do not say that by any means. I think that for the last two 
years they have been manufacturing too much ; the cheapness of money gave them 
every encouragement to do more than there was a natural demand for ; but I do 
not think the markets are glutted in a way we never saw before. There are periodical 
gluts in the trade ; I have known four or five in my experience ; but the glut of 
goods is subsiding. At this moment there are some markets in want of goods. 

Can you at all specify the markets in which you conceive the glut is subsiding, 
and those in which you imagine there is at present a want of goods ? — I had a very 
re.spectable Liverpool merchant with me yesterday, who has three establishments in 
South America : he says at two of them there is a good demand for goods, and 
they are selling at a fair profit ; in the third, he says there is yet a glut. In the East 
Indies, I am informed, that some goods are selling to a good profit, and there is 
a demand for them. There was a gentleman with me this morning who exports 
largely to Brussels and other places on the Continent, and who says there is a very 
fair demand there, and at a fair profit. I certainly expect, that the present low 
prices will soon bring a good demand. 

[The witness was directed to withdraw. 

Ordered, That this Committee be adjourned till to-morrow, 
twelve o’clock. 
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THE SELECT COMMITTEE OF THE HOUSE OF LORDS 



Inquire into the State of Circulation of Promissory Notes under 
the Value of £.5, in Scotland and Ireland, and to report their 
Observations thereupon. 

(May 1826.) 

Part II [. — Governor and Directors of the Bank 
of England. 



Die Veneris, 5° Mail, 1826. 

The LORD PRESIDENT in the Chair. 



ORDER of Adjournment read. 

JOHN BAKER RICHARDS, Esquire, Governor of the Bank of England, is 
then called in; and Examined as follows: 

WHAT is your opinion as to the probable effect of a paper circulation of small Pt.m.-Engiand. 

notes in Scotland, when there shall be nothing but a metallic currency under $ 1. in 

England? — I should conceive that so long as the currency of Scotland is kept 

within its own limits it cannot affect the general circulation of England, so long as ^ - 

it keeps itself strictly within its own limits. ^ 

You mean strictly within its own limits as to country ? — Yes, that it does not cross 
the Border ; inasmuch as I am not aware that what I should call English circula- 
tion has any great power or effect there. Bank post bills may go down occasionally, 
but I believe to no great extent ; probably at dividend times, or to meet a particular 
payment ; but I am not aware of their going to any extent, except at a special 
period, such as we witnessed within the last few months. 

Is it your opinion that it would be necessary that there should be any legislative 
provision for the purpose of keeping the Scotch circulation within its own limits as 
to country ? — With reference to your Lordship’s question, whether Scotland should 
be allowed to issue small notes when England was restricted, I should think it was 
^ matter of fainiess that Scotland should be kept within its own limits as to country 
oy some measure which the wisdom of Parliament might suggest. 

.You do not think, then, provided the circulation of Scotland should be kept 
^Uhin its own limits, that that country having a circulation of small notes, whilst 
England had no circulation under 5 1. except what was metallic, would be any 
*naterial injury to England ? — I think not; if Scotland is to have the preference (if 
he word may be used in a qualified sense) as to the continuance of its small-note 
paper while England is restricted, I think decidedly that no great injury would 
A a 3 follow 
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follow if she was kept strictly within her own country; if she were not, she might 
have advantages in pushing towards the South her circulation. I do not then know 
how far that might aflect the general question; but certainly I think in fairness 
Scotland ought not to have the po^ver of coming into England with her circulation. 

Although the paper circulation of Scotland was confined within its own limits 
if a sudden demand should arise there for gold, what would be its effect in England’ 
and particularly on the Bank of England ?— It could only reach the Bank of Eng’ 
land, I apprehend, by _ getting possession of Bank of England paper, and by that 
means, or by discounting bills, or some other process, arriving at the gold of the 
Bank of England. Their own notes would never bring it out, because they are 
not convertible at the Bank. ^ 

It could alone touch in that case the gold of the Bank of England, by the same 
means that it would touch the gold of the Bank of England if Scotland was equally 
restricted ?— I conceive so; there is but one process of getting at the Bank; it is 
either by tlie discount of bills for which we give our paper, or by getting our notes. 

And by the sale of stock?— Undoubtedly ; and they might be possessed of 
Exchequer bills and other public securities; they must convert something into our 
paper ; they must have some claim upon us which their paper could never oive 
them. ° 

What is your opinion as to the probable effect of a paper circulation of small 
notes in Ireland when there shall be nothing but a metallic cun-ency under 5 1. in 
England ?— I believe I may answer that very much as I have done the other sub- 
jects ; — I am not aware of any distinction. 

[The witness was directed to withdraw. 

SAMUEL THORNTON, Esquire, a Director of the Bank of England, is then 
called in ; and Examined as follows ; 

WHAT is your opinion as to the probable effect of a paper circulation of small 
notes in Scotland when there shall be nothing but a metallic currency under 5 1 . in 
England •''—I should conceive that the Scotch notes may circulate in some of the coun- 
ties of England contiguous to Scotland, but that beyond that they would not affect 
the circulation of England ; my reason for saying that is, that I have seen some bar- 
risters who attend the Carlisle assizes and sessions ; they assure me that they have 
received their fees in Scotch notes. I myself go almost annually into Yorkshire, and 
I am informed by gentlemen, that they have travelled with Scotch notes as far as 
Ferry Bridge. With that information I cannot withhold the opinion that they will 
circulate in some of the northern counties. 

What would be the effect if Scotch notes w'ere to circulate at no great distance 
out of Scotland ?— That they would displace a metallic cun*ency to the same 
amount; and it being optional to persons to receive them or not, I am not aware 
of any preventive that can be used. 

Are you of opinion that any means might be devised by the Legislature for the 
purpose of preventing in any considerable degree the Scotch circulation passing the 
Borders ? — I am not aware of any means of prevention that can be devised, unless 
your Lordships conceive that a preventive law might be enacted. 

Do you think that a law prohibiting a circulation of Scotch paper in England, 
with a severe penalty attached to the paying or receiving it, would be in the main 
effectual lor the purpose? — I conceive it would, though I should have doubts on 
the advising such a measure. 

Do you conceive it would be easy to enforce such a law? — It might be enforced 
by severe penalties, though it frequently happens that the public are unwilling to be 
parties to carrying such measures into effect. 

What are your reasons for saying that you think it would not be advisable?— 
Because upon general principles the more free a currency is the better. 

Upon general principles it might be more advisable that the whole island should 
have the same currency ; but if,^rom particular circumstances, Scotland is to have 
a paper currency, and England a gold currency, is not then such a law most just, 
equitable and expedient." — If tlie circumstances of the two countries will admit of 

the 
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the same currency in both, I should think that far preferable ; but if there are 
objections to this measure, I apprehend such law will become necessary. 

Do you not apprehend that such penalties might, in their operation, be very 
severe and vexatious? — I think they might become vexatious. 

Might it not be for the interest of bankers in the north of England, when pro- 
hibited from issuing small notes of their own, to form a connection with banks in 
Scotland, by means of which they might extend the issue of Scotch notes in Eng- 
land, if there was no law making it penal to circulate Scotch notes ? — 1 think it 
would be a source of profit to them. 



Pt. HI.— England. 




5 May 1826. 



Do you think it would be possible to frame any prohibitory law that would not, 
from the nature of things, be evaded? — I believe I before stated, that when laws 
are deemed by the public at large to be very severe, they are frequently unwilling 
to become parties to the enforcing them, and it is very possible that such a pro- 
hibition might be held in this light. 

Do you recollect whether at the period antecedent to 1795, when there was no 
paper circulation in England under lo/., and when there was no circulation but in 
small notes in Scotland, any inconvenience arose to the Bank and to the general 
circulation of the country from that difference ?— I am not aware that there was 
any. 

Might not, however, the circumstance of no inconvenience being felt then arise 
out of this, that then England was not accustomed to any paper circulation below 
10 L, whereas for the last twenty-five years they have been accustomed to a small 
paper circulation ? — I think it might arise from that difference. 

The inconvenience to which you refer, then, is only the inconvenience of Scotch 
notes circulating in England ? — Just so. 

Was there any other inconvenience felt in the transactions of the Bank, or of the 
country at larger — I am not aware of any. 

What is your opinion as to the probable effect of a paper circulation of small 
notes in Ireland, when there shall be nothing but a metallic currency under 5/. in 
England ?— I conceive it would not affect the circulation of England, as the cur- 
rency of the two countries has hitherto been perfectly distinct. 

Would it, under any circumstances, occasion a greater demand on England for 

f old, if the currency were a small paper circulation in Scotland, and metallic in 
Ingland ? — I conceive it would occasion a less demand for gold. 

Have the goodness to state your reasons ? — The gold in the circulation in both 
countries would probably be drawn from London, being the chief emporium where 
it is imported. 

In which of the two cases do you think there would be less demand, if the cur- 
rency of all the countries were metallic, or if the currency of England were metallic, 
and those of Scotland and Ireland were paper ? — I presume if all the currencies 
were metallic, there would be a larger demand for gold from this country. 

Does not that apply to the general state of the currency ; but would there not, 
under the circumstances of there being a metallic circulation in England, and 
a paper circulation in Scotland and Ireland, be a greater liability to a sudden de- 
mand for gold, in case of alarm or other extraordinary circumstances? — Most 
assuredly there would be a greater demand for gold to either of those countries that 
were not possessed of a metallic circulation. 

You meant, therefore, to apply your first answer to the ordinary state of things, 
and 3'our last to a state of alarm? — Yes, I do. 

Would there not, therefore, be less danger for the Bank of England in extra- 
ordinary emergencies, if the whole circulation of the empire was metallic, instead of 
one part of it being metallic, and the other being paper ? — I think if the whole cir- 
culation of the empire could be metallic, it would be better for the Bank of England, 
and better for the state. 

Supposing that Scotland was to have a demand for gold on England at present, 
by what means could they get it from the Bank of England ? — By their own 
correspondents holding Bank of England notes, which would be brought in for 
payment. 

A a 4 Would 
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rt.iii.-EngicnJ. Would they not have the same means of getting it if there M-as a metallic cur 
S. Thornton Scotland ?— They would have the same means, but I conceive they would 

Esq. ' same occasion, being already in a certain degree provided with the 

^ article. 

5 May I 8 a 6 . Supposing that Scotland possessed a metallic circulation to the extent of two 
millions and a half, and an extraordinary demand was to come on Scotland for 
two millions more of gold, would they not have the same occasion to get two 
millions of gold from the Bank of England, as they would a demand for two mil- 
lions coming upon them at present, when they circulate one-pound bank notes ?— 
They would have the same occasion to come to the Bank of England, but the 
occasion is not so likely to arise when they shall already have a metallic circu. 
lation. 

Do you think that Scotland having a metallic circulation would prevent the 
frequency of a demand for gold upon account of a scarcity of corn ? — I think it 
would lessen the demand. 

How would it operate in lessening the demand, if there was a necessity to make 
a remittance to the Continent of two millions in gold for corn ? — Inasmuch as the 
gold antecedently in circulation would in a certain degree be used for that purpose ; 
the people of Scotland now pay for their food, and they would pay by anticipation 
. out of their circulating medium for corn imported. 

If the circulating medium is withdrawn, either from Scotland or England, for 

a remittance abroad, is not that attended with considerable national calamity ? 

I do conceive that every remittance that may go to the Continent for food or any 
other article must necessarily form a diminution of the circulation of the country. 

In the case of Scotland, if it did form a diminution of the circulation, must not 
in that case the gold be withdrawn from the Bank of England ? — I presume it would 
to a certain degree. 

How else could Scotland obtain it r — She must ultimately pay the balance of her 
trade, but to a certain extent it might be paid by the export of manufactures. 

If to a certain extent it was paid in manufactures, then, whether there was a 
one-pound note circulation in Scotland, or whether a gold circulation, would it not 

equally to that extent do away the necessity for an extra supply of gold? Certainly 

it would. ^ 

Would not Scotland, being herself a commercial and manufacturing country, 
have the same means of supplying an extraordinary demand for corn, without the 
diminution of her currency, that England has, by exportation of manufactures 
without a diminution of her currency ? — I presume equally so. 

^ Do not you know that all gold remitted to merchants in Scotland as well as 
England is sent to the Bank of England ? — The Bank of England is tlie principal 
buyer at all times, and now nearly the exclusive buyer of both gold and silver 
bullion. 

[The witness is directed to withdraw. 



JEREMIAH HARMAN, Esquire, a Director of the Bank of England, is then 
called in; and Examined as follows : 

Jcremia^Harman, ^HAT is your opinion as to the probable effect of a paper circulation of small 
/ notes in Scotland, when there shall be nothing but a metallic currency under 5 1 . in 
England r — I am not aware that it will have any effect at all upon the circulation of 
the Bank of England while the Scotch notes remain in Scotland; and perhaps 
I may give the same answer with respect to the currency generally. It could only 
affect the Bank of England inasmuch as the Scotch banks might hold notes of the 
Bank of England. 

Do you conceive it would be practicable to keep the paper circulation of Scot- 
land within Scotland ? — There might be difficulty to exclude them altogether, because 
I have heard that Scotch notes have of late travelled southward. 

If the Legislature should pass an Act imposing severe jicnalties upon the paying 
01 receiving the Scotch notes in England, would that in your judgment be effectual ? 
— I should think quite so. 

Would 
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Would the bankers in Scotland have any greater facility of getting Bank of Pt. in.— EngUnd. 

England notes in the case of their circulation remaining as it is at present, than tliey ! — 

would have if Scotland had a metallic circulation to the exclusion of small notes? Harman, 

I am not aware they would. _ , 

Did you ever hear of Scotch notes travelling southward till the late discredit 5 
thrown upon the notes of private English banks ?— It is only lately that I have 
heard of Scotch notes travelling southward; I have been in the north of England 
frequently, and t never saw a Scotch note there myself. 

How far southward do you understand they have now gone ? — It is merely 
hearsay; some go farther, and some not so far; to Carlisle frequently, I believe • 

I have heard also of their reaching Feny Bridge. ’ 

In what part of the north X)f England have you been where you say you have not 
seen a Scotch note yourself? — I have been in the utmost northern counties; in 
Northumberland and Cumberland ; but I was a bird of passage, and therefore it 
could have been only at the inns I could have seen them. 

Would not their tendency to travel southward be materially increased in propor- 
tion as notes of the same description were prohibited from being issued in En<iland ? 

— If there was a scarcity of currency, unquestionably, but not otherwise. 

Would not the fair preference that is from motives of convenience frequently shown 
to paper over gold, be sufficient to produce that demand without a scarcity of cur- 
rency generally ? — That is a question of confidence, and whether those Scotch notes 
would obtain that credit southward or not I am not prepared to say. 

What is your opinion as to the probable effect of a paper circulation of small 
notes in Ireland, when there shall be nothing but a metallic currency under 5/. in 
England? — My opinion would be rather stronger with respect to Ireland than 
Scotland. 

For what reasons ? — Because I think the occasions would occur more frequently, 
and travellers passing continually would be more likely to bring them with them from 
Scotland than from Ireland. 

Is it not also probable that there would be a less degree of confidence entertained 
in England in Irish notes than in Scotch notes ?— I think that is very likely. 

Do you think it more or less likely, that there might be a greater call on the 
Bank of England for gold in times of pressure, in case of there being a paper circu- 
lation for small sums in Scotland and Ireland, and a metallic circulation in England, 
or in case of a small paper circulation being prohibited in all the three countries ?— 

I must revert to the answer I gave to a former question, because the demand upon 
the Bank of England can only be in proportion to the amount of notes of the Bank 
of England which are held, and I do not see why they should hold more notes in 
the one case than in tlie other. 

Do not you think that if there was a metallic circulation in Scotland, the neces- 
sity of keeping it up would generate an inclination on the part of the bankers to 
possess themselves more freely of Bank of England notes than if their circulafion 
was left as it is at present?— Perhaps it might. 

Do you not think that if there was a paper circulation of small notes in Scotland 
and Ireland, and a metallic circulation in England, the Bank would be more sub- 
ject to a demand for gold from Scotland and Ireland in cases of alarm and sudden 
emergency, than if there was the same metallic circulation throughout the empire? 

7~It all depends upon the credit which the paper circulation bears, the estimation 
in whicli it is held ; if I can suppose that the notes of the Scotch and the Irish banks 
are in perfect estimation, I do not see why we should be called upon for more gold 
m the one case than the other. 

In point of fact, has there been any demand for gold from Scotland during the late 
panic? — I do not recollect that there ever has. We heard in the late crisis, as it 
has been called, that there were some small parcels of gold sent to Scotland, but 
I believe they were very limited indeed. 

Has there been any such pressure or demand on the Bank of England for 
Ireland ? — No ; there has been no particular demand on the Bank of England 
for gold for Ireland. 

245. B b Is 
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Ft. m,— England. I3 jt youi opinioD that it would be more advantageous that there should be one 

Jcrmioh Homm, ““f”™ circulation throughout the empire, if there were no special circumstances 
Operating agauBt it, than that there should be a metallic circulation below 5L la 

V / England, and a paper circulation in Scotland and Ireland ?— That would lead me 

5 May i8»6. ^ part of the subject which I should be very glad to abstain from, and that is 

the quantity of gold, and whether a sufficiency can be depended upon to supply the 
metallic currency over the empire ; but as long as the paper of Scotland preserves 
its credit, and the people prefer it to gold, putting it hypothetically, that there might 
not be sufficient gold for the circulation throughout the empire, the amount of the 
Scotch circulation would come in aid. 

You perhaps recollect when there was no bank note under 10/. circulated in 
England ? — I do remember it. 

At that time 1 1 . notes formed the circulation of Scotland j do you recollect any 
difficulty or inconvenience to England arising from that state of things? — Cer- 
tainly not. 

Might that not, however, have arisen from England a.t that time not being accus- 
tomed to a paper circulation of small notes to which it has been accustomed for the 
last five and twenty years ?— I think the times are so different, and all the circum- 
stances that are attached to them, that it is hardly a parallel case ; the scale of 
expenditure, and every circumstance that we can think of almost, differ so widely 
from what they were at the period alluded to in the foregoing question, that I ran 
bardly meet it. 

[The Witness was directed to withdraw. 

Ordered, That this Committee be adjourned to Friday next, 
twelve o’clock. 
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